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6-28-74 ‘ wlaint and Summons filed. 


Deitendant's Answer to 
Complaint. 


2-13-75 Plaintiff's Reply to Counter- 
claim filed. 


2-13-75 Defendant's Amended Answer 
and “ounterclaim filed. 


3-7-75 Plaintiff's Affidavit and 
Notice of Motion to stay discovery. 


2-19-75 Memo on motion. 


3-7-75 Plaintiff's motion for stay 
is denied, pursuant to agreement by parties at 
oral argument. 


2-26-75 Defendant's memo in oppositiwn } 
to plaintiff's motion under Rule 60 and for summary 
judgment under plaintiff's second cause of action. 


4-28-75 Defendant's exhibits, affidavit 
and notice of cross-motions for modification of 
consent decree anc for summary judgment, filed in 
chambers. 


4-28-75 Plaintiff's notice of motion 
and motion to dismiss defendant's second cause 
of action set forth in the counterclaim. 


B 


4-28-75 Opinion #42320..For reasons 
indicated, the consent decree entered in the 
prior action between the parties is to be accorded 
res jrateata effective with respect to the 
adjudication of (1) the validity of the patent, 
and (2) infringement cf the patent by plaintiff's 
product Meta-Tef 530. As to plaintiff's further 
motion for summary juagment under its second 
cause of action, the foregoing disposition does 
not foreclose plaintiff from asse. ting non-infringe- 
ment of defendants patent by other products manufactured 
by it, which products were not the subject of 
the prior consent decree. Since there is disputed 
iusues, the motion is denied. Weinfeld, J. 


7-21-75 Plaintiff's notice of motion 
for reconsideration and clarification of this 
Court's Opinion of 4-28-75. Summary judgment and 
leave to appeal. 


7-21-75 Opinion #42826..Motion for 
reconsideration and ciarification is denied of 
Court Opinion dated 4-28-75. The court therefore 
directs entry of judgment in fa.ur of defendants 
as to the third count of the complaint pursuant 
to Rule 54 (b). Plaintiff's motion to dismiss 
second counterclaim is granted. Plaintiff's 
motion for summary judgment as to its second 
cause of action alleging patent misues is denied. 
Weinfeld, J. 


8-18-75 Notice of Appeal. 
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COMPLAINT 


UNITED STATES DIsfRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


eee. § 


WALLACE CLARK & COMPANY, INC., $ 


Plaintiff, : Civil Action No. 
“ ee Cee. AKVA 
ACHESON INDUSTRIES, INC. : 
Defendant . : 
idictaddias nadia ~~ , baie x 
COMPLAINT | 


Plaintiff, Wallace Clark & Company, Inc. (hereinafter 
Wallace Clark), for its complaint agains« defendant Acheson 


Industries, Inc. (hereinafter Acheson) alles: 


FIRST CAUSE OF ACTION 
1. Plaintiff, Wallace Clark & Company, Inc., has a 
principal place of business at 1125 Fifth Avenue, New York, 
N.Y. Americap Metaseal Company is a division of plaintiff 


Wallace Clark. 


2. On information and belief, defendant Acheson is a 
Michigan corporation and has a regular and established place 
of business and a principal office at 420 Lexington Avenue, 
New York, N.Y. On information an¢@ belief, defendant is doing 


business and is licensed to do business in the State of New York. 


3. This suit arises out of an actual controversy between 
the parties as to (1) plaintiff's right to contest the validity of 
defendart's Letters Patent No. 2,976,257, issued March 21, 1961 
for “Re-dispersible Dispersion of Polytetrafluoroethylene” 
by Harold J. Dawe and Earl L. Youse and (2) Plaintiff's rights 


as to the License Agreement between the parties (Ex. A annexed), 


and the Consent Decree (Ex. B annexed) particularly plaintiff's 


A2 
right to terminate, notwithstanding paragraphs 14 and 16 of 


said license which prohibit termination and pararcraph 2b which 


requires payment of minimym royalties. 


4. Notwithstanding the Consent Decree (Ex. B) and said 
license, Wallace Clark claims, and it is disputed by the defend- 
ant Acheson, that Wallace Clark has a right to contest vali .ity, 
that it has a right to contest issues of infringement, particular- 
‘- products made other than a 530 identified in said decree and 


that it has a right to terminate said license agreement. 


5. Acheson has brought suit on said license in the County 
Court, Wayne County, Michigan (copy of Complaint annexed as 
Ex. C) which has brought into issue the effect of the consent 
Gecree (Ex. B) entered by this Court as well as seeking to 


enforce the minimum royalties provisions. 


6. Jurisdiction is conferred on this Court pursuant 
to the Declaratory Judgment statutes (28 U.S.C. 2201, °202) 
providing that in a case of actual controversy within its 
jurisdiction, any court of the United States may declare the 
rights and legal relations of interested parties; upon the 
patent laws of the United States [28 U.S.C. 1338(a)) granting 
the district courts original jurisdiction of any civil action 


arising under any act of Congress relating to patents. 


7 e is predicated upon 28 U.S.C. 1391 permitting 
a corporation to be sued in any judicial district in which it 
is licensed to do business or is doing business, defendant 
Acheson being licensed or doing business within the State of 


New York 


8. Plaintiff has the right to and has cancelled said 


License Agreement. 
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9. Royalties owing to Plaintiff have been paid in the 
amount due in the years 1972 and 1973. 

10. Plaintiff, Wallace Clark claims and Defendant Acheson 
disputes, Wallace Clar<'s right to contest the validity of 
Plaintiff's patent 2,976,257. 

ll. Wallace Clark has a right to allege invalidity as a 
defense to any suit or claim for royalty payments, notwith- 
standing the License Agreement, Ex. A, or the Consent Decree, 
Ex. B. 

12. Wallace Clark has a right to allege non-infringement | 
as a defense in any suit or claim for royalty payment and has | 
a right to challenge “e valid scope of the claims of 
2,976,257, notwithstandiiig the License Agreement or Consent 
Decree. 

13. That the products which Wallace Clark has been selling 
from January 1, 1974 do not infringe the patent in suit nor are 
they covered by the License Agreement and no royalties are due. 

14. That the patent suit is invalid and the claims thereof 
cannot be construed so broadly as to be valid and still cover 
any of the Defendant's products sold since January 1974, 

15. Plaintiff alieges that said patent is not now being 
infringed or that it has ever been infringed, 

16. Plaintiff alleges that se°4 patent has never infringed 
any claim actually adjudicated on the merits as valid. 

17. That tne rinimum reyalty clause, 42 of the License 
Agreement is a patent misuse since products currently sold 
by Wallace Clark do not infringe upon any of the claims 
of the said patent, and +> require royalty payments for 
produc*<« outside the claims is an improper extension of the 
patent monopoly under the special circumstances here presented, 


and that such minimum royalties are an undue and illegal 


Ad 


extension of the patent monopoly and the license is unenforcea- 
ble. 


SECOND CAUSE OF ACTION 


18. The License Agreeient has been a violation of § 1 
of the Sherman Act, Antitrust Laws, 15 U.S.C. § 1 and a patent 
misuse ab initio from January 1, 1972 because of the inclusion 
of clauses 14 and 16 preventing Wallace Clark from terminating 


gs the License during t*> life of thea patent. 


19. Defendant ‘allace Clark, has paid royalt.«3 in 19- 
and 1973, after said misuse in the emounte of $4,500 for 1972 
and $10,814.91 for 1973, totalling $15,314.91, which amount is 
due Defendant as a result of said misuse, and violation of 


418 U.8.C. § 1. 


20. That the clause of the License Agreement 44 14, 16, 
to the effect that the Agreement may not be cancelled or 
terminated by Licensee prior to March 21, 1978, requires the 
Defendant to pay royalties to March 21, 1978, without regard 
to infringement or Wallace Clark's right to cancel the license 
or contest the validity of the claims of the patent, or determine 
the valid scope of any claims in contesting infringement, each 
or all in violation of Defendant's rights under Lear Inc. 
v. Adkins, 395 U.S. 653 (1969); that such rights had been 
recognized at law since 1970 and prior to the License Agreement, 
Ex. A, which was effective Janue ‘ty 1, 1972; and that such 
clause constitutes patent misuse ab initio to January 1, 1972 
and a violation of § 1 of the Sherman Act, Antitrust Laws as 


an unlawful, unreasonable contract in restraint of trade. 
THIRD CAUSE OF ACTION 


21. Upon information and belief, said patent is invalid 


for one or more of the following reasons: 


~f 


» 
(a) The subjegt matter of the patented invention was 
known or used by others in this country, or patented or described 


in a printed publication in this or a foreign country, before 


the invention thereof by said patentee; 


(b) The subject matter of the patented invention was 
patented or described in a printed publication in this or a 
foreign country or in public use or on sale in this country 
fmore than one year prior to the date of the application for 


said patents in the United States; 


(c) The subject matter of the patented invention 
was described in a patent granted on an applicat.on for patent 
by another filed in the United States before the invention 


thereof by said patentee; 


(d) The patentee did not himself invent the said 
subject matter; 


(e) The differences between said subject matter and 
the prior art are such that the said subject matter would have 
been obvious at the time the alleged inventions were made to a 
person having ordinary skill in the art to which said patent 


pertains within the meaning of 35 U.S.C. § 103; 


(f) The patent does not comply with 35 U.S.C. § 112. 


WHEREFORE Plaintiff requests: 


1. That it be declared that said License Agreement 


has been terminated and cancelled. 


2. That it be declared that Wallace Clark has the 


right to contest the validity of the patent 2,976,257. 
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3. That it be declared that Wallace Clark has the 
right to contest infringement and that Wallace Clark has not 


infringed said patent, at lesst since January 1, 1974. 


4. That the License Agreement is unenforceable 


because of misuse. 


5. That relief be granted to Plaintiff Wallace Clark 
in the amount of $15,314.91, trebled, plus costs, attorney fees 
for Deferdant Acheson's violation of 15 U.S.C. § 1 and for 


misuse. 


6. Such other relief as may be proper. 


aul H. Blaustein 
Sandoe, Hom ood & Calimafde 
60 East 42nd Street 
New York, New York 19017 
(212) 986-2480 

Attorney for Plaintiff 
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AGREEMEN' 


This agreement to be effective as of January 1, 1972, 
BY AND BETWEEN 


ACHESON INDUSTRIES, INC. 

@ corporation of Michigan 
having a place of business at 
Michigan National: Bank Building 
Port Huron, Michigan 48060 


hereinafter called LICENSOR 
AND 


WALLACE CLARK & COMPANY LTD. 
having a place of business at 
445 Park Avenue 
New York, New York 10022 
and its related divisional companies 
AMERICAN METASEAL COMPANY 
18255 Weaver Avenue 
Detroit, Michigan 48228 and 
AMERICAN METASEAL COMPANY 
509 Washington Avenue 
' Carlstadt, New Jersey 07072 


hereinafter called LICENSEE 
WITh:..- ETH: 


WHEREAS, LICENSOR is the owner of the following United 


States Letters Patent relating to certain dispersion compositions hercinafter 


referred to as "LICENSED PRODUCTS": 


bos AS 7. 
U. S. Patent No. Issue Date Title 
2,976, 257 March 21, 1961 Re-Dispersible Dispersion of 


Polytetrafluoroethylene 


WHEREAS, LICENSOR is engaged in the manufacture and 
sale of products governed by said letters patent; 

WHEREAS, LICENSEE desires a limited, non-exclusive license, 
as defined hereinafter, to manufacture, use and sell such LICENSED 
PRODUCTS and LICENSOR is desirous of licensing ‘LICENSEE for the 
duinteetaee, use and sale of such LICENSED PRODUCTS; 

NOW THEREFORE, in consideration of the mutual covenants 
and agreements herein contained it is agreed by and between the parties 
hereto as follows: 

lL LICENSOR hereby grants to LICENSEE a limited, 
non-exclusive right and license under the claims of the aforesaid 
United States Letters Patent, to manufacture, use iia sell said LICENSED ; 
PRODUCTS. 

2. LICENSEE agrees to pay to LICENSOR: 

(a) A running royalty of five percent (5%) on: 

(i) the net selling price of all sales by LICENSEE of LICENSED PRODUCTS 
to third parties; and, (ii) the market value of LICENSED PRODUCTS used 
or applied internally within LICENSEE'S own facilities calculated 
based on LICENSEE'S average prevailing external market net selling 
price as determined by a mutually agreed upon public accounting 


firm (such as Ernst & Ernst or other mutually agreed upon firm). 


Ad 


(b, A fixew yearly minimum re ily according: to the 
following schedule: 
For the calendar year 1972 -- $4, 500. 00 
For the calendar year 1973 -- $6, 250. 00 


For the calendar year 1974 and 
each calendar ycar thereafter -- $7,500, 00 
Said fixed yearly oatebisiiii royalty shall be credited against the running royal: 
due under Paragraph 2(a) 
oe Ds 3. LICENSEE agrees to make payment of the fixed 
minimum! royalties quarterly in advance on the first day of January, 
April, July, and October, beginning as of — 1, 1972; and the 
ru-ning five percent (5%) royalty in excess of the fixed royalty for 
any calendar quarter shall be payable quarterly in arrears within 
thirty (30) days following the end of each calendar quarter. 
4. LICENSEE shall keep proper books of account 
showing manufacture, salesand/or usage of the LICENSED PRODUCTS under 
this agreement and LICENSEE agrees to report in writing to LICENSOR 
by the thirtieth (30th) day of the month following each calendar quarter 
the total dollar sales of LICENSED PRODUCTS sold by it during the 
preceding calendar quarter and the value of internal usage of the 
LICENSED PRODUCTS by LICENSEE calculated on the basis of the LICENSEE 
average prevailing external market net selling price spotted to determine 
royalties duc for the LICENSED PRODUCTS used internally by LICENSEE, 
The written report by LICENSEE to LICENSOR following each calendar quarte: 
shall be the basis for computing the running royalty referred to in Paragraph } 
No. 2(a) above, subject to adjustment following the year-end audit by 
the mutually agreed upon public accounting firm at LICENSEE'S 


eypense of what external prevailing net selling price should be 


assigned to internal usage of the LICENSED PRODUCTS by LICE NSER, 


Pe 
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5. Within thirty (30) days following each calendar 
quarter, LICENSEE will submit said written report giving the total dollar 
sales iad usage of LICENSED PRODUCTS subject to royalty under this 
agreement for the calendar quarter being reported and will accompany such 
quarterly report with payment of the royalty then due. 

6. The LICENSED PRODUCTS shall be considered 
sold when billed out, or if not billed out when delivered, used, or paid for 
‘before delivery. 

7. LICENSOR shall have access to the books and records 
of LICENSEE at all reasonable times to check the amount of sales or 
usage of LICENSED PRODUCTS hereunder by LICENSEE from time to time, 
provided however, that LICENSEE may at its election and expense substitute 
for LICENSOR'S examination a certificate of a mutually agreed 
upon firm of certified public accountants as to the amount of said 
sales or usage of LICENSED PRODUCTS and as to any other figures that 
will determine the amount of royalties payable thereon. LICENSOR will not 
require an examination or such certified statement more often than once 
a year, 

8 LICENSEE agrees that LICENSED PRODUCTS used or 
sold by LICENSEE and iabels and literature of the LICENSEE which refer to 
the LICENSED PRODUCTS, shall bear a clear reference to the U. S. 
Letters Patent licensed hereunder in a form acceptable to the LICENSOR. 
LICENSEE agrees that it will not use or refer to LICENSOR'S name 
in connection with LICENSEE'S use or sale of the LICENSED PRODUCTS. 
The marking used by the LICENSEE shall be generally as follows: 


“Licensed under U. S, Patent 2, 976,257" 


All 
die from JACENSF to LICENSOR as of January 1, 1972, April 1,1972, and 


July 1, 1972, will be payable by LICENSEE to LICENSOR upon the 


execution of this agreement in the amount of thirty-three hundred seventy- 


five dollars ($3,375, 00). 


10. In the event that LICENSEE fails to comply with the 


terms of reports and royalty payments specified herein and so often as 


the same shall happen, or breaches any other material provisions of 
ao 


this agreement, LICE * may at its option, by giving sixty (60) days 
| 
notice in writing, specifying the breach complained of, terminate this 


| 
agreement and the license granted hereby, provided however, that if the 


breach complained of shall be corrected by LICENSEE within thirty (30) 


days after the mailing of said notice then this agreement shall remain in 
full force and effect. 

11, LICENSEE and LICENSOR hereby agree that said 
written reports (per Paragraphs 4 and 5) concerning sales and usage of 
LICENSED PRODUCTS will report sales and usage of LICENSEE'S Products 
No. 530 and No. 730 and LICENSED PRODUCTS in combined amounts; and, 
that when the first instance occurs of these combined amounts requiring 
a royalty payment in excess of the required yearly minimum royalty [under 
Paragraph 2(b)], then LICENSEE agrces that at that time it will disclose 
the recipe of its Product No. 730 (Meta-Tef 730) to LICENSOR'S counsel, 
Harness, Dickey & Pierce, on a lawyer confidential basis. 

12, Notice as herein provided shall be in -writing and shall 
mean the placing of the notice in the mails, registered-return, postage prepai- 
to the party being notified at the address above given or at such other addres - 
designated by the parties hereto, or by otherwise delivering to the other 
party such notice, 

3.0 The license herein granted is non-transferable 


without the prion written consent of LICENSOR flent had and obtained, 


«fj. 


Al2 ; 
which shall not be unre isonably withheld, and this agreement shall be 


binding upon and inure to the benefit of any such approved transferee 

of LICENSEE and the successors and assigns of LICENSOR. The 
license herein granted may be assigned by LICENSEE without 
LICENSOR'S consent to any company which shall succeed to substantially 
all of its business and property and to all companies now or hereafter 
owned or controlled by said LICENSEE or its successor or assigns. 

14, Unless previously terminated in accordance with 
the terms hereof this agreement and the license herein granted shall extend 
for the full term of the United States Letters Patent 2,976,257 
and shell terminate at the expiration of said Patent No. 2,976,257 on 
March 21, 1978, 

7% That in the event LICENSEE becomes insolvent 
or executes an assignment for the benefit of creditors or files a 
petition in bankruptcy or has a petition in bar ruptcy filed against it, 
LICENSOR may terminate this agreement by giving notice thereof to 
LICENSEE, 

16. This agreement may not be canceled by LICENSEE 
prior to March 21, 1978. 

17. Promptly following the execution of this 
agreement the LICENSEE and LICENSOR agree to secure the davtonat 
of Civil Action No. 71-5655 in the United States District Court for the 
Southern District of New York in accordance with the terms of the 


attached Appendix A dismissal document. 


aoe 
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18, It is agreed that this Mcense grants LICENSEE no 


rights to LICENSOR'S know-how, trademarks, or any other of LICENSOR'S 
property Fights than those specified hereinabove. 

19. This agreement shall be construcd under the 
laws of the State of Michigan. 


Signed at Ait 8 


“ J 
this “'' day of (), , 1972. 
-_-_ --— a eee . 
eS | , ‘ 
, ' WALLACE CLARK & COMPANY LTD. 
' r ° ° 
© By (.0.. Le Ny — ° 


« Signed at - 4 
_————— S 


this day of ,1972. 


AMERICAN METASEAL COMPANY 


- By 
Its: ; 


ATTEST: . 


Signed at Loar Aeron, Meche SA a/ 
this A aay of SErPreuseEese . ee . 


ACHESON INDUSTRIES, INC, 


F By—— CM hen a : 
TLEST: ” Aes om 
Pres: ie Ma: secnernay S Wit asure~ 


BP OY OP NI YOR nT el ena etait nee 
COUNTY OP NIW YORK ; 


: Me wash Al4 7 

. On this “fee Qy OF “yAnse: “e *\ 6 aie wii me per- 
sonally came JOJIN lOyYT s'ro°’'"yY ,» to me known, who being by me 
,duly sworn, did depose and s*y that he is Chairman of the Board * 
" WALLACE CLARK & COMPANY LTD., the corporation described in and 
which executed the above instrument; that he knows the seal of 
,said corporation; that the seal affixed to the said instrument is 
“such corporate seal, and that it was so affixed thereto by order 


{ 

‘ 

i 

_of the Board of Directors of said corporation and that he signea | 


this name thereto by like order. 


: 


' \> 
ee 
otary ion 
MATHRYN A YEOMANS 
a Turk 
Qualified in New 
STATE OF Whehaga— ) Cofunnneen Bee fork Cou 
county OF “7% ¢GcK% ) ss. = Maren 30"by 
On this /fifaey of Ss Pinter , 1972, beforc me per- 
sonally came Decl < Ket , to me known, who being by 
me duly sworn, did depose and say that he is Ste 7 Aae, of 
' 
ACHESON INDUSTRIES, INC., the corporation described in and which 
! 
executed the same instrument; that he knows the seal of said 
corporation; that the seal affixed to the said instrument is such 
| corporate seal, and that it was so affixed thereto by order of 


the Board of Directors of said corporation and that he signed his 


ee 
a, 
> or al Cte 


St ic 
RCBLKT S, LAP? 
hNotuury Public, St. Clair County, lich. 
By cormmiss'on exvires Aug, 7, 1973 


j name thereto by like order. 


sh uma alt OS aa arr ae ce | 


EXHIBIT 8 Als 


ee Oe ee ae ne eee x 


ww 
aALLACE CLARK & COMPANY LIN., : Civil Action No. 
71-5655 
Plaintiff, : 
Vv. 7 + | 


ACULSON INDUSTRIES, IWC.,° : 


‘ : Defendant. : 


: | . CONSENT DECREE 

As between the parties, by their counsel ctipulating 
hereto, and the Court being fully advised in the matter, it is 
yhereby ordered and decreed as follows: 

1. United States Letters, Patent 2,976,257 in suit is 
valid and is infringed ‘y plaintiff's manufacture, use and sale 
ct 6ts product ststa-Pe% $30. 

The plaintiff having taken a license under defen- 
dant's United States Letters Patent 2,976,257, the above-entitled 
action is hereby dismissed, with each party to bear its own costs’ 
and attorney fees, 


3. This decree may not be cited as an adjudication of 


SS SS See. ae t Sees . 
N 
. 


contested issues, nor be used for advertising purposes 


Dated: October 6, 1972 John M, Cannella 
nited States Districc Judge 


— SS Sas ST: 


(EXIMIBIT B) 


. . Alo 


eo STIPULATION 
Es ~ 
: Entry of the foregoing Consent Decree is hereby ile 
and stipulated to by the parties. 
‘ 
{ : WALLACE CLARK & COMPANY LTD., 
H Plaintiff 
i , 
. | 


‘ 


ACHESON INDUSTRIES. INC., 
, Defe*7*> . 


a POSE a oO 


WJectratnyy $ TA LAR « 


PENNIE, EDMONDS, MORTON, TAYLOR 
AND ADAMS 


4. 


* 
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EXHIBIT C 


IN THE CIRCUIT COURT 
FOR THE COUNTY OF WAYNE 


STATE OF MICHIGAN 


« 


ACHESON INDUSTRIES, INC, 
a corporation of Michigan, 


Plain iff, 


v. Civil Action 


WALLACE CLARK & CO., LTD No. 74-O/A65° _cK 


a corporation of New York, 


BENIAEY D. pyznee 
P 11397) P2eBiGK 


Defendant. 


Michael Dinnin (P 12801) 
Attorney for Plaintiff 


COMPLAINT 


1. This is an action for breach of contract and for an 


accounting. 


2. Plaintiff, Acheson Industries, Inc., (hereinafter 
sometimes referred to as ''ACHESON"') is a Michigan corporation, 
having a place of business at 19675 \“est Ten Mile Road, Southfield, 


Michigan. 


Als 
3. Defendant, WALLACE CLARK & COMPANY, LTD. 


(hereinafter sometimes referred to as "WALLACE CLARK") is a 

New York corporrtion, having its principal place of business at 445 
Park Avenue, New York, New York, and is licensed to do business 

in Michigan having as its registered agent for service The Corporation 
Company, 615 Griswold, Detroit, Michigan. Defendant also has a 
division named Americau Metaseal company of Detroit which division 
has 4 place of business at 18255 Weaver Avenu., Detroit, Michigan 
and upon information and belief is a wholly owned division of 


Defendant. 


4. On or about September 13, 1972, Plaintiff 
ACHESON, the owner of the entire right, title and interest in and 
to United States Letters Pater: No. 2, 976, 257 (hereinafter some- 
times referred to as the "Licensed Pa:ent"), entered into a written 
Agreement (Exhibit A herewith) wit: Defendant WALLACE CLARK 
under which Plaintiff ACHESON granted to Defendant WALLACE 
CLARK a non-exclusive license to make, use and sell patented coating 
compositions throughout the United States, its territories and pos- 
sessions for the remaining life of said Licensed Patent. Said 
Agreement was in consideration of a ‘ixed yearly minimum royalty 
payment from WALLACE CLARK to ACHESON for the calendar 
year 1972 and each calendar year t:.ereafter until the expiration of 
the Licensed Patent. For the calender year 1974 and each year 
thereafter the fixed minimum payr-e:.: is in the amount of seventy- 


five hundred dollars ($7,500.00). Sza.4 Agreement was also in 


Aly 


consideration of a royalty in the sum of five per cent (5%) of the 
selling price by WALLACE CLARK of all coating compositions set 


forth in said Licensed Patent. 


5. The aforesaid Agreement was negotiated in 
settlement of an action involving patent infringement in the United 
States District Court for the Southern District of New York, Civil 
Action No, 71-5655, and one of the specific conditions of said 
Agreement provided for the entry of a final judgment by Consent 
Decree (Exhibit B herewith) in said action declaring said Licensed 
Patent to be valid in law, and infringed, as between Plaintiff and 


Defendant. 


6. Plaintiff ACHESON has duly performed all of the 
obligations required by it to be performed under saiu Agreement, 
and said Agreement has been and continues to be in full force and 


effect. 


7. Defendant WALLACE CLARK and its division 
American Metaseal has manufactured, used or sold the said 
licensed coating compositions (under its product names Meta-Tef 
530 and Meta-Tef 730) but since January 1, 1974 and continuing to 
date, Defendant has breached the terms of said Agreement by re- 
fusing and failing to account for and make payments of said fixed 
minimum royalties, which fall due for payment on a quarterly 
basis in advance on the first day of January, April, July and 
October, with one-fourth (1/4) of the yearly minimum payment 
being due on cach of said days in accosdance with the terms of 


said Ayreement, 


A20 
8. Defendant upon information eid belief is also 


manufacturing, using or selling a recently formulated one package 
resin binder-fuororarbon particle containing coating composition 
while refug’ng and failing to account for and make payments of 
royalties thereon. Defendant has also breached the terms of 

said Agreement by failing to submit required written r yalty reports 
and by failing to submit formulation recipe information to Plaintiff 


' 
as required in the Agreement. 


A, 
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WHEREFORE, Plaintiff demands judgment as follows: 


That Defendant be adjudged liable to Plaintiff in 

the amount of all royalties past due and owing under 
said Agreement to date of judgment, together with 
interest from each respective due date, including 
any royalties and interest due by reason of sales 

or usage of said one package coating composition 


manufactured, used or sold by Defendant. 


That Defendant be required to pay to, and be 
adjudged liable to Plaintiff for the present worth 

of all the remaining yearly fixed minimum payments 
up to the expiration of the patent on March 21, 1978, 
in the approximate amount of $27, 893.84, as well 


as the already past cue fixed minimum payments in 


.the amount of $3,750.00, for a total of $31, 643. 84, 


That the Defendant be required to account to 
Plaintiff as to the quantities ci coating compositions 
manufactured, used or sold by it, under said 
Agreement and to provide all such information as is 
needed to compute the exact amount of royalties 


past due and owing together with interest under 


said Agreement. 


a —_ 
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That Defendant be adjudged liable to Plaintiff for 


all of Plaintiff's costs, attorneys fees, and dis- 


bursements of this action, and 


That such other relief be awarded to Plaintiff as 


is equitable and just. 


ACHESON iNDUSTRIES, INC, 


By WV. oa ee 
ichael Dinnin, Jr. 
HARNESS, DICKEY & PIERCE 
1500 North Woodward 
Birmingha Michigan 48011 


Phone: 6 000 


Attorneys for Plaintiff 


"? SWLER 


UNITED STATES DISTRICT COURT 
SOUTIIERN DISTRICT OF NEW YORK 


WALLACE CLARK & COMPANY, INC., 
Plaintiff, 


Civil Action No, 
v. 74 CIV. 2812 EW 
ACHESON INDUSTRIES, INC., 


Defendant. 


ee eee eee ee ee 


ANSWER 


Now comes the defendant, Achesou Industries, Inc., 
and answers the complaint herein as follows, without waiver of its 
right to plead, move, or otherwise request this Court for a stay of 
proceedings herein. 

1. Upon information and belief paragraph 1 of the 
complaint is admitted, 

2. Paragraph 2 of the complaint is denied. 
Paragraph 3 of the complaint is denied. 
Concerning paragraph 4 of the complaint defendant 


admits that plaintiff's claims therein are disputed. 


5. Paragraph 5 of the complaint is admitted. 


Paragraph 6 of the complaint is admitted, 
Paragraph 7 of the complaint is admitted. 
Paragraph 8 of the complaint is denied in that it is 
defendant's position that plaintiff cannot legally cancel the liccnse 


settlement agreement (Exhibit A with the complaint herein). 


9. 
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Defendant is without sufficient information to admit 


or deny paragraph 9 of the complaint and accordingly the same is 


denied. 


10, 


With regard to paragraph 10 of the complaint 


defendant denies that plaintiff has a right to contest the validity of 


the licensed patent No. 2,976, 257 because of the earlier Consent 


Judgment entered in this Court (Civil Action No. 71-5655, entered 


October 16, 1972) which specifically held said patent to be valid 


and infringed. 


11. 


12, 


13 


14, 


15. 


16. 


17. 


18. 


19, 


Paragraph 11 of the complaint is denied. 
Paragraph 12 of the complaint is denied. 
Paragraph 13 of the complaint is denied. 
Paragraph 14 of the complaint is denied. 
Paragraph 15 of the complaint is denied. 
Paragraph 16 of the complaint is denied. 
Paragraph 17 of the complaint is denied. 
Paragraph 18 of the complaint is denied. 


Defendant admits that a certain amount of royalties 


have been paid by Wallace Clark in 1972 and 1973, but the re- 


mainder of paragraph 19 of the complaint is denied, 
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20. Paragraph 20 of the complaint is denied. 


21. Paragraph 21 of the complaint and each of the 


sub-paragraphs thereof is denied. 
Respectfully submitted, 


PENNIZ & EDMOr'DS 


330 Madison Avenue 
New York, New York 10017 
(212) 986-8686 


Of Counsel: 


Michael Dinnin, Jr. 

Harness, Dickey & Pierce 

1500 N. Woodward 

Birmingham, Michigan 48011 
* (313) 642-7000 
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AMUNVED ANSWER AND COUNTERCLAIN 


UNITED STATES DISTRICT COURT 
SUVUTHERN DISTRICT UF NEW YURK 
WALLACE CLARK & CUMPANY, INC., 
Plaintiff, 
v. Civil Activa No. 74 CIV. 2612 EW 
ACHESUN INDUSTRIES, INC., 


Jefendant. 
/ 


AMEN DED ANSWER AND COUNTERCLAIM 

‘Ow comes defendant, through its counsel, and amends 
ite Answer herein as follows 

After paragraph “No. 21 of the Answer insert the 
following: 

COUNTERCLAIM 
First Cause of Action 

22. This is an action for breech of contract and for an 
accounting. r 

23. Defendant Acheson Industries, Inc., ‘hereinafter 
sometimes referred to as ACHESON") is a Miehigan corporation, 
having @ place ef business at 19675 Weet Ten Mile Road, Southfield, 
Michigan. 

24. Plsiotiff, WALLACE CLARK & COMPANY (herein- 
after sometimes reférred to ag "WALLACE CLARK") is a New 
York corporation, having its principal place of business at 445 
Perk Avenue, N-w York, New York. Plaintiff also hese « division 
or entity named American Metagea! of Oetreit which division has 
a place of business at 12855 Weaver Avenue, Detroit, Michigan 


Sod upen information and belief is « whelly owned divition of Plaintiff. 


25. On er abwut September 13, 1972, Defendant 


ACHESON, the owner of the entire right, title and interest in and 


to United States Letters Putent No. 2,976,257 (hereinafter some- 
times .eferred to ag the ‘Licensed Patent"), entered into a written 
Agreement (Exhibit A herewith) with WALLACE CLARK under which 
ACHESON granted to WALLACE CLARK a non-exclusive license 

to make, use and sell patented coating compositions throughout 
, the United States, its territories and possessions for the remaining 
iife of said Licensed Patent. Said Agreement was in consideration 
of @ fixed yearly minimum royalty payment from WALLACE CLARK 
to ACHESON for the calendar year 1972 and each calendar year 
thereafter until the expiration of the Licensed Patent. For the 
calendar year 1974 and each year thereafter the fixed minimum is 
in the amount of seventy-five hundred dollars ($7,500.00). Seid 
Agreement was also in consideration of a royalty in the sum of 
five per cent (5%) of the selling price by WALLACE CLARK of 


all costing compositions set forth in said Licensed Patent. 


26. The aforesaid Agreement was negotiated in 

settlement of an action involving patent infringement in the United 

States District Court for the Southern District of New York, Civil 

Action Ne. 41-5655, and one of the specific conditions of said 

Agreement provided for the entry of a final judgment by Consent 

Decree (Exhibit B herewith) in said action declaring said Licensed 

Patent to be valid in law, and infringed, as between Plaintiff and 

Defendant. | 
27, ACHESON has duly performed all of the obligations 


required by it to be pewiucmed under said Agreement, and said 
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Agreement has beea and continues to be in full fewce aud effect. 


28. WALLACE CLARK and/or its division American 
Metaseal has manufactured, used or sold the said lleensed 
coating compositions (under its produtt names Meta-Tef 530 
and Meia-Tef 730) but since January |, 1974 and continuing to 
date, Plaintiff bas bresehed the terms ef said Agreement by refusing 
aod fgiling to account for and make payments of said fixed 
minimum royalties, which fall due for payment on a quarterly 
basis in advance on the first day of January, April, July and 
October, with one-fourth (1/4) of the yearly minimum payment 
being due on each of said days in sceordance with the terms of 
said Agreement. 

28. Plaintiff WALLACE CLARK apen information and 
belief is also manufeeturing, using or selling a recently formulated 
one peckage resin binder-flucrecarbon particle containing ecating 
composition while refusing and failing te aeceunt fer and make 
payments of reyalties thereon. WALLACE CLARK has also 
breached the terms of said Agreement by failing te submit re- 
quired written royalty reperts and by failing te submit fermulation 
recipe information te ACHESON as required in the Agreement. 
Second Cause of Action 

30. Paragraphs 23 through 29 are repeated herein. 

31. That Plaintiff WALLACE CLARK ie in ccatempt 


of said earlier decree rendered by thie Court (Exhibit B herewith) 
aad that WALLACE CLARK has carried eut its actions in willful 


violation of eaid decree. 
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WHEREFORE Osfendent AC4HGUN demands jodgrs ent 
@m ite eounterelsim as fellews: 
A. That "VALLACE CLARK be edjad | lieble te 


ACHESON in the ameunt of all reyeKios past 
due and owing under said Agreement te dete of 
judgment, together with interest from each re- 
spective duc date, ineleding aay reyaitives sad 
interest due by reason of sales or usage of said 
one package coating composition manufsetured, 
used or seid by WALLACE CLARK. 


5. That WALLACE CLARK be required te pay te, 
and be adjudged Liable ia damagen te ACHESON 
fer the present werth of al) the remaining yearly 
ftzed minimum payments =p te the expiration of 
the patent en March 21, 1978, plas the already 
pest due fixed misimem Peyments, for an 
appreximate tetal sum of $31, 643. 84. 


c. Test WALLACE CLARK be required te aceosnt te 
ACHESON as to the quaatities of coating compositions 
mensfactured, ased or eald by it, under sa'4 
Agreement and to previde all suck information as 


le needed te compute the exnet amount of running 
reyaities past due and owing tegether with interest 
under said’ Agreement. 
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D. That WALLACE CLARK be ad)_dged liable to 


ACHESON fer .Cequat. cumpeasetery damages. 


E. That WALLACE CLARK be e@jedged Mable to 
ACUESON fer ell ACHESQN's ceuts, stterneys 
fees, end disbursements of this actien. 


F. Theat such ether relief be awarded te Pisintiff as 
is equitable and just. 


Respectfully submitted, 
PFENNIE & EDMONDS 


Of C° «sel fer Defendant: J / 

fer Defendant 
Micheel R. Dinnin Aehesen Industries, iaz. 
HARNESS, DICKEY & PIERCE 330 Madisen Avense 
1500 Nerth Weodward Avenue New York, New Yerk 10017 
Birmingham, Michigan 480ii (212) 966-8686 


(313) 642-7000 


A31 
PLAINTIFF'S REPLY TO COUNTLRCLAIN 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


LL EE ce ee x 
WALLACE CLARK & COMPANY, INC., 3 
Plaintiff, t 

Ws : Civil Action No. 

74 CIV. 2812 EW 
ACHESON INDUSTRIES, INC., 8 
Defendant. Fy 
ee ee ee ee ee Re Ee ce ee ee ee ce ee x 


PLAINTIFF'S REPLY TO COUNTERCLAIM 

1. Paragraph 22 of the Counterclaim is admitted. 

2. Paragraph 23 of the Counterclaim is admitted. 

3. Paragraph 24 of the Counterclaim is admitted. 

a Paragraph 25 of the Counterclaim is denied. 

5. Paragraph 26 of the Counterclaim is denied, except 
that plaintiff admits it did sell Meta Tef 530as a licensed 
product and has paid royalties therefor. 

6. Paragraph 27 of the Counterclaim is denied. 

7. Paragraph 28 of the Counterclaim is denied, but 
plaintiff admits it did sell Meta Tef 530 as a licensed product 
and has paid royalties therefor. 

8. Paragraph 29 of the Counterclaim is denied. 

9. In response to paragraph 30 of the Counterclaim, 
plaintiff realleges paragraphs 1 through 8 herein. 

16. Paragraph 31 of the Counterclaim is denied. 
AS A FIRST AFFIRMATIVE DEFENSE: 

ll. Plaintiff alleges that the patent in suit is 
invalid for saqeeny ees forth in paragraphs 10, 11, 14 and 21 
«cf the Complaint. 

12. Plaintiff alleges that the patent in suit has not 
been infringed as set forth in paragraphs‘12, 13, 14, 15 and 16 


of the Complaint. 


| 
| 
| 


13. Plaintiff alleges that the products which 
it has sold are not within the valid scope of the patent claims 
in suit and are outside the scope of the License Agreement and 
that all royalties due have been paid. 
AS A FOURTH AFFIRMATIVE DEFENSE: 

14. Plaintiff alleges that under the doctrine of 


Lear v. Adkins that it has a right to challenge the validity of 
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AS A SECOND AFFIRMATIVE DEFENSE: 
| 
‘ 
| 


the patent in suit, notwithstanding the said License Agreement or 


| said Consent Decree, as set forth in pars. 10 through 16 of the 
Complaint. 

15. Plaintiff alleges that the patent in suit has | 
been misused for reasons set forth in pars. 17 through 20 
of the Complz ent. 

WHEREFORE, plaintiff requests that the Counterclaims 
be dismissed and that defendant be liable for all of plaintiff's 


costs, attorney fees, and disbursements in this action. 


Blaustein 

Attorney for Plaintiff 

Hopgood, Calimafde, Kalil, 
Blaustein & Lieberman 

60 East 42nd Street 

New York, New York 10017 


Dated: February 12, 1975 
New York, New York 


CERTIFICATE OF SERVICE 


I, Paul H. Blaustein, certify that a true * *° “orrect 
copy of the foregoing Plaintiff's Reply to Countercl t been 
mailed, postage prepaid, today, February 12,1975, to James 


l G. Foley, attorney for defendant, Pennie & Edmonds, 330 Maidson 


va 


| Paul H. Blaustein 


i! 2 


Avenue, New York, New York 10017. 
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| UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


lb wececcewscossescecsossescoosoneoenee x 
i 
: WALLACE CLARK & COMPANY, INC., 
Plaintiff, 
\ Civil Action No. 
v. : 74 CIV. 2812 EW 
ACHESON INDUSTRIES, INC., : Notice of Cross Motions 
and Motions 
Defendant. : 
Saee ee cesses eeoeesecoaoroes coeseoooonne x 
| To: James G. Foley, Esq. 


Pennie & Edmonds 

330 Madison Avenue 

New York, New Yor": 10017 

Attorney for Defendant 

PLEASE TAKE NOTICE that on Tuesday, September 24, 1974 
| at the call of the Motion Calendar, at 10:00 a.m. or as soon 

) thereafter as counsel may be heard, at the United States 
Courthouse, Foley Square, New York, the Undersigned will bring 

i on for hearing the Cross Motions for Orders (I) under 

i Rule 60(b)(5) and 6) FRCP for modification and clarification 
of the Consent Decree (annexed as Exhibit B to Complaint); and 
(I1) for summary judgment as to the Second Cause of Action of 
the Complaint. These Motions are supported by the annexed 
Affidavit of Paul H. Blaustein, Esq., attorney for Plaintiff 
Wallace Clark & Company, Inc., and Plaintiff's Reply Memorandum 


In Opposition to Defendant's Motion to Stay Proceedings and In 


Support of these Motions. 
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Such papers are also submitted in opposition to 


Defendant's Motion for Stay. 


DATED: Sertember 19, 1974 


SANDOE, HOPGOOD & CALIMAFDE 


By 


Paul H. Blaustein 
Attorney for Plaintiff 

60 East 42nd Street 

New York, New York 10017 
(212) 986-2480 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


iTIWeRNw Sine Khwddndwacescecnueecd x 
WALLACE CLARK & COMPANY, INC., 
Plaintiff, 
v. ; Civil Action No. 
ACHESON INDUSTRI:s, INC., : 74 Civ. 2812 EW 
Defendant, 
ff Hote wen mn www enn mane enw sencwccesenee x \ 
AFFIDAVIT 


STATE OF’ NEW YORK ) 
) ss.: 
COUNTY OF NEW YORK) 


I, PAUL H, BLAUSTEIN, being duly sworn, depose and 
Say: 


1. I am the attorney for plaintiff in the above captioned 
action, 


2. I wish to present the following documents to the Court 
in addition to Exhibits A,B and C which have been annexed to 
the Complaint, which may be deemed to be part of this Affidavit. 
3. Said Exhibit A is the License Agreement between Acheson 
Industries, Inc. and Wallace Clark & Company, Inc., effective 
|| January 1 1972; and Exhibit B being che Consent Decree in the 
Civil Action 71-5655. Exhibit C is the Complaint in the 
related case Acheson Industries, Inc. v. Wallace Clark & Company, 


Inc, in the Circuit Court for the County of Wayne, Michigan. 


Exhibit D herein is a copy of the marked Complaint in this action. 


Exhibit E is portions of the Motion to Stay Proceedings filed 


by Wallace Clark & Company, Inc. in the related case in the 


Circuit Court for the County of Wayne in the State of Michigan. 


A36 

4, 1 further state from my information and knowledge that 
Wallace Clark & Company, Inc. makes, in addition to the Meta-Tef 
530, which is the only item identified in the Consent Judgment, 
other compositions, namely Meta-Tef 730, Meta-Tef 530 Modified, 
Meta-Tef 600 and Meta-Tef 205, which in my opinion are not 
infringing. The technical aspects of patent validity and patent 
infringement are not presented to the Court in this Motion, 
but suffice it to say that plaintiff regards the Acheson Indus- 
tries' patent as being extremely limited and likely to be held 
invalid. The issue presented involves’the legal effect of the 
prior consent judgment. 

5. Wallace Clark & Company, Inc. is a relatively small 
company having offices at Carlsbad, New Jersey, where its 
principal chemists work. Plaintiff Wallace Clark's total sales 
in the last preceeding year were less than $2 million. Where 
on information and belief, the total sales of Acheson Industries 
were over $30 million. 

6. It is respectfully submitted that the Court which 
issued the consent judgment should determine its effect under 
| the appropriate motion made under Rule 60(b)(5) and (6) FRCP, 
‘in light of Lear v. Adkins, 395 U.S. 653 (1969) and the law of 


| the Second Circuit. 


aul H,. Blaustein 


Attorney for Plaintiff 

; Sandoe, Hopgood & Calimafde 
Sworn to before me this 60 East 42nd Street 

19th day of September, 1974. New York, New York 10017 


7 ae 


| Notary Public 


THERESA SHORTT 


Notary Public, State of New York 
No. 41 4514343 
Qualified in Quoens County 

Cortificate filed in Now York 


Counr 
Commission Expres March 30, 19 as” 
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UNITED STATES DISTRICT COURT 


SOUTHERN DISTRICT OF NEW YORK 
WALLACE CLARK & COMPANY, INC., 
Plaintiff, 
v. Civil Action No. 74 CIV. 2812 EW 
ACHESON INDUSTRIES, INC., 


* 


Defendant. 
/ 
—— 


WITHDRAWAL BY DEFENDANT OF 
ITS MOTION TO STAY PROCEEDINGS 
HEREIN 

Now comes the defendant, through its counsel, end withdraws 
its motion te stay the proceedings herein, or requests this Court to deny 
said motion without prejudice. The defendant's motion te stay the pro- 
ceedings herein wag argued before this Ceurt on September 24, 1974, 
slong with certain crose-motions made by plaintiff. 

As reasons for withdrawing the motion te stay defendant 
states the following: 

(1) An eartier consent decree (Exhibit B filed with the complaint 
herein) is involved in this litigation and said eensent decree involved the 
same perties to the present civil action. Sinee this earlier censent 
decree was rendered by the United States Distriet Court fer the Seuthern 
District of New York, defendant therefore considers that this Court should 
decide the effect of the earlier consent decree. 

(2) As this Court is aware there is related litigation between 
the same parties herete, which related litigation is presently pending in 
& Michigan state court in Detroit (Civil Action No. 14-012-650-CK, 


Cireult Court for Wayne Ccun\y, Detroit, Miehigan). As in the present 
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action essentially no discovery has been initiated in the Michigan case 


other than fourteen interrogatories propounded to Wallace Clark which 
have already been answered. Due to the trial calendar in the Michigan 
state court that cage will not be called for pretrial cenference until at 
least the latter part of 1977; and, even after being called for pretrial 
conference in the Miehigaa state court there can be no trial date eet 
sherein until another six to eight months after the pretrial conference. 
This means that the Michigan state court action would not be set for trial 
until at least mid-1978 or later, whereas the patent in suit would be 
expired as of March 1978. The status of the Michigan state court's 
calendar has just recently been checked upon and confirmed by defendant 
Acheson's Michigan counsel, Mr. Dinnin. 

Accordingly, in view of the above defendant withdraws its 
motion to stay the proceedings herein or requests that said motien be 
denied without prejudice. On the basis of Breadview Chemical Corp. v, 
Loctite Corp., 474 F. 2d 1391 (2nd Cir., 1973){and for the other reasons 
advanced by the defendant at the hearing on September 24, 1974, including 
the points and autherities defendant has already cited to the Court herein) 
we again submit that plaintiff's motien under Federal Civil Procedure 
Rule 60 and plaintiff's motion for summary judgment as to its second 
cause of action should beth be denied. 


Respectfully submitted, 
PENNIE & EDMONDS 


Date: ) ws \b 15 14- 


Of Counsel for Defendant: 


Michael R. Dinnia 

HARNESS, DICKEY & PIERCE 
1500 Nerth Woodward Avenue 
Birmingham, Michigan 48011 
(313) 642-7000 


Acheson Industries, Inc. 
330 Madisen Avenue 

New York, New York 10017 
(212) 986-8686 
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WALLACE CLARK & CO., INC. v. ACHESON INDUSTRIES, INC. 


393 


Cite as 304 F.Supp. 303 (1975) 


WALLACE CLARK & COMPANY, 
INC,, Plaintiff, 
v. 
ACKESON INDUSTRIES, INC., 
Defendant. 
No, 74 Civ, 2812. 


United States District Court, 
S. D. New York. 


April 28, 1975. 


£ Patent licensee brougnt action seek 
ing declaration of invalidity of cefend- 
ant’s patent and its noninfringement by 
plaintiff's product. Plaintiff moved to 
be relieved from terms of consent decree 
which was entered in similar prior ac- 
tion. The District Court, Edward Wein- 
feld, J., held that rule providing for re- 
lief from a judgment on ground that it 
is no longer equitable and that the judg- 
ment should have prospective application 
contemplates relief from a judgment as 
a result of a later change in the law and 
does not apply where case relied upon as 
* a precedent by the court in rendering 
the present judgment has since been re- 
versed, that general rule is that a con- 
sent judgment has res judicata effect, 
that consent decrees containing adjudica- 
tion of patent validity and infringement, 
entered into without collusion, after liti- 
gants had had the opportunity for pre- 
trial discovery and trial on the raerits is 
to be accorded res judicata effect and 
that since prior decree was entered into 
witheut collusion and following pretrial 
discovery was entitled to res judicata ef- 
fect with respect to patent validity and 
infringement by plaintiff's product 
which was at issue in the prior suit but 
that plaintiff could assert noninfringe- 
ment by other products which were not 
the subject of the prior consent decree. 


Motion denied. 


1. Judgment €651 ’ 

As included in consent decrees in 
patent litigation, recital that decree may 
not be cited as an adjudication of con- 

394 F.Supp. 25a 


tested issues nor be used for advertising 
purposes was not intended to deprive 
consent decrees of their res judicata ef- 
fect; such clause was designed to pre- 
vent misuse of consent decrees with re- 
spect to third parties by representations, 
whether explicit or implicit, that the 
judgr-ent was entered after a trial on 


.the ...erits. 


2. Federal Civil Proced: rv ©°2651 

Ruie contemplatiy:;, relief from a 
judgment on ground that it is no longer 
equitable that the judgment should have 
prospective application contemplates re- 
lief from a judgment as result of a later 
change in the law such as when a stat- 
ute is amended or when a reior judg- 
ment is reversed or modified. Fed.Rules 
Civ.Proc. rule 60(b)(5), 28 U.S.C.A. 


3. Federal Civil Procedure ©2651 

Relief from a judgnient on ground 
that it is no longer equitable that the 
judgraent should have prospective appli- 
cation because of reversal of a prior 
judgment is restricted to situations 
where the present judgment is based on 
the prior judgment in the sense of res 
judicata or collateral estoppel. Fed. 
Rules Civ.Proc. rule 60(b)(5), 28 U.S.C. 
A. 


4. Federal Civil Procedure 2651 

Rule providing for relief from a 
judgment on ground that it is no longer 
equitable that the judgment should have 
prospective application does not apply 
where case relied on as a precedent by 
the court in rendering the present 
judgment has since been reversed. 
Fed.Rules Civ.Proc. rule 60(b)(5), 28 
U.S.C.A. 


5. Judgment 651 
General! rule is that a consent judg- 
ment has res judicata effect. 


6. Judgment 644 

The pubiic interest is dominant in 
the patert system; consequently, to pro- 
tect the public interest in the free circu- 
lation of ideas, the doctrine of res judi- 
cata in patent cases has been limited so 
as to assure that invalid patents are not 
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used or valid patents misused to acquire 
a monopoly power. 


7. Declaratory Judgment €=232 

Although to hold a patent valid if it 
is not infringed is to decide a hypotheti- 
cal case, invalidity will be adjudicated in 
absence of infringement since an invalid 
patent should not remain in the art as a 
scarecrow. 


& Judgment 651 

' Balancing of relevant public inter- 
est factors requires that consent decrees 
containing adjudications of patent valid- 
ity and infringement, entered into with- 
out collusion, after the litigants have 
had the opportunity for pretrial discov- 
ery and a trial on the merits, are to be 
given res judicata effect such decrees 
should be of no less binding force than a 
judgment of validity and infrin.,ement 
entered a/ter a trial or the merits. 


9. ..onopolies @12(1) 
Public policy against monopolies is 
not without its limits > 


10. Federal Civil Procedure ©1711 

In granting a voluntary dismissal 
the court may impose terms as a condi- 
tion thereof to prevent abuse of the ju- 
dicial process. Fed.Rules Civ.Proc. rule 
4l(a), 28 U.S.C.A. 


ll. Declaratory Judgment 63 

Giving the stamp of approval to a 
meaningless document can only breed 
disrespect for the sanctity of a judicial 
decree. 
12, Judgment 651 . 

Where consent decree, in which pat- 
ent was held both valid and infringed, 
was entered into without collusion and 
after pretrial discovery, decree was to be 
accorded res judicata effect in subse- 
quent suit by the same plaintiff seeking 
declaration of validity and noninfringe- 
ment; however, prior decree did not 
foreclose plaintiff from asserting nonin- 
fringement as to products which were 
not the subject of the prior decree. 
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Sandoe, Hopgood & Calimafde, New 
York City, for plaintiff; Paul H. Blau- 
stein, New York City, of counsel. 

Pennie & Edmonds,. New York City, 
for defendant; James G. Foley, New 
York City, Harness, Dickey & Pierce, Mi- 
chael Dinnin, Jr., Birmingham, Mich., of 
counsel. 


OPINION 


EDWARD 
Judge 

This is the second action instituted in 
this court by plaintiff, V’allace Clark & 
Company, Inc. (“Walixce Clark’’), 
against the defendant, Acheson Indus- 
tries, Inc. (“Acheson”), involving the 
validity anc infringement of patent No. 
2,976,257 issued to and owned by Ache- 
son. The first action was instituted by 
plaintiff in December 1971 for a declar- 
atory judgment of invalidity of defend- 
ant’s patent and its non-infringement by 
plaintiff's manufacture, use and sale of 
its product Meta-Tef 530. Acheson 
counterclaimed, charging plaintiff with 
patent infringement. After pre ‘al dis- 
covery procedures the case moved for- 
ward to trial; however, it was never 
tried. The parties entered into a con- 
sent decree wherein Acheson's patent 
was held both valid and infringed by 
plaintiff's product Meta-Tef 530. Coin- 
cidental thereto, the parties executed a 
non-exclusive licensing agreement under 
which Wallace Clark is licensed to manu- 
facture and sell certain products under 
the claims of Acheson's patent with roy- 
alty payments determined on a percent- 
age basis with a fixed minimum. The 
license is coterminous with the patent; 
both expire on March 21, 1978. Pursu- 
ant to the agreement, the consent decree 
was submitted to and duly signed on Oc- 
tober 6, 1972 by Judge Cannella, to 
whom the matter had been assigned. 
The decree provided for the dismissal of 
the action with each party to bear its 
own costs and attorneys’ fees. 


{1} Plaintiff made the payments re- * 
quired under the license agreement until 


WEINFELD, District 
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January 1, 1974, when it discontinued 
making further payments. Thereupon, 
in April 1974, Acheson filed an action in 
Michigan state court against Wallace 
Clark for breach of the licensing 
agreement, Wallace Clark counter- 
claimed for a declaratory judgment that 
it had the right to contest validity of 
the Acheson patent and also to allege in- 
validity and non-infringement as a de- 
fense to Acheson's suit to recover royal- 
ty Payments; it also asserted as a de- 
fense fatent misuse, claiming that the 
minimum royalty clause is an illegal ex- 
tension of the patent. In addition, Wal- 
lace Clark counterclaimed for treble 
damages under section 1 of the Sherman 
Act* based upon the provision in the li- 
cense agreement that it may not be ter- 
minated during the life of the patent. 
Within two months thereafter, in June 
1974, Wallace Clark instituted this ac- 
tion, the second in this court, for a de- 
claratory judgment asserting substan- 
tially the same claims advanced as de- 
fenses and counterclaims in the Michi- 
gan action.* ~ 


1. 15 U.B.C. § 1. 


2 Acheson moved to stay this action pending 
‘determination of its suit in the Michigan 
Sate court. Wallace Clark moved to stay 
‘the Michigan state court action pending a 
determination of thin action. While the in- 
stant motion was sub judice, the Michigan 
state court rendered a decision upholding 
Wallace Clark's position that the consent de- 
cree is not entitled to res judicata effect, 
but it did so because of paragraph 3 of the 
decree referred to below. Leave to appeal 
‘Was granted. Notwithstanding the ruling in 
that case, both parties stipulated to dismias 
the Michigan action and to proceed in this 
court for determination of the inmue. 

“The provision of paragraph 2 of the con- 
sent decree that “[t)hia decree may not be 
Cited as an adjudication of contested ixsues, 
Bor be used for advertising purposes,” is 
fegularly included ip patent consent decrees 
ia this district, und this court has always re- 
quired its inclusion. The provision was nev- 
er intended to deprive consent decrees of 
their ree judicata effect and plaintiff makes 
Be 'euch claim in this court. The clause was 


1 to prevent mixuse of consent de- 
srees with respect to third parties by repre- 
matations, -whether explicit or implicit, that 
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[2-4] Wallace Clark now moves to 
be relieved of the terms of the consent 
decree under Rule 60(b)(5) of the Fed- 
eral Rules of Civil Procedure on the 
ground that “it is no longer equitable 
that the judgment should have prospec- 
tive application,” and under Rule 
60(b)(6) for “other reason(s) justify- 
ing relief from the operation of the 
judgment.” While it seeks relief under 
the foregoing rule, actually its motion is 
for summary judgment to determine the 
res judicata effect of the consent decree 
considered in light of the Supreme 
Court's ruling in Lear, Inc. v. Adkins. 
Wallace Clark's request for relief is mis- 
cast under Rule 60(b)(5).or (6) since it 
entered into the consent decree three 
years after the Supreme Court's decision 
in Lear on June 16, 1969. Presumably 
the parties to the lawsuit, represented 
by the same experienced patent attor- 
neys who now appear on their behalf, 
were not unfamiliar with its holding.* 
Acheson agrees the issue is one of law 
and that the matter is ripe for disposi- 
tion. Accordingly, we turn to the mer- 


the judgment was entered after a trial on 
the merits. See PCR Golf Ball Co. y. 
- Chemold Corp. 361 F.Sapp. 147 (E.D.N.Y. 
1973). The same pfecautionary provision is 
included in copyright cases. 


3. 395 U.S. 653, 89 S.Ct. 1902, 23 L.Ed.2d 610 
(1969). 


4. Rule GO(b) (5) contemplates relief from a 
Judgment asx a result of a later change in 
the law such as when a statute ia amended 
or when a prior judgment is reversed or 
modified. See, ¢. g., Clasw v. Norton, 507 
F.2d 1058, 1061-62 (2d Ci, 1974). More- 
over, relief from a judgment on the latter 
frounds is restricted to situations where the 
Present judgment is based on the prior judg- 
ment in the sense of res judicata or collater- 


al estoppel. Rule 60(b) (5) does not apply 
where a case relied on as precedent by the 
court in rendering the present judgment has 


since been reversed. Title v. United States, 
263 F.2d 28, 31 (Oth Cir.), cert. denied, 359 
U.S. 989, 79 S.Ct. 1118, 3 LEd2d 978 
(1059) ; Ierryhill v. United States, 199 F.2d 
217, 219 (6th Cir. 1952) ; Loucke v. United 
States, 21 ¥ R.D. 306 (S.D.N.Y.1957). See 
11 ©. Wright & A. Miller, Federal Practice 
and Procedure § 2863 (1973). 
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its of plaintiff's claim for relief under 
the summary judgment rule.® 


I 
A. 


{5} Plaintiff, in reliance upon Lear, 
seeks to avoid any res judicata effect of 
the consent decree. Under the general 
rule that a consent judgment has res ju- 
4dicata effect, plaintiff would be es- 
topped from contesting the validity of 
Acheson's patent and that its Meta-Tef 
530 product infringes thereon. How- 
ever, Wallace Clark contends that the de- 
cree should not be accorded res judicata 
effect in light of the public policy 
against invalid patent monopolies. 
Thus, the issue to be determined is the 
res judicata effect of the consent decree 
in subsequent litigation between the 
same parties presenting the same issues 
of validity and infringement as in the 
prior action. 


B. 

Since plaintiff's principal reliance in 
support ©” its position is on Lear, it is 
desirable to consider the facts upon 
which Lear was grounded, its precise 
holding and its underlying rationale. 

Adkins, an inventor, was hired by 
Lear, Inc. in January 1952 to help solve 
gyroscope problems encountered by Lear 
in its work in the aviation field. They 
entered into a preliminary agreement 
which provided that all new ideas, dis- 
coveries and inventions related to verti- 
cal gyros became the Property of Ad- 
kins; in turn, he agreed to grant Lear a 
license as to all ideas he developed on a 
mvtually satisfactory royalty basis. 
Adkins soon developed an improved gy- 


5. Fed.R.Civ.P. 50. 


6. United States vy. Southern Ute Indians, 
402 U.S. 159, 91 S.Ct. 1336,°28 L.Ed.2u 695 
(1971); Siegel v. National Periodical Publi- 
cations, 508 F.2d 900, 913 (2d Cir. 1974); 
Siebring v. Hansen, 346 F.2d 474, 477 (Sth 
Cir.), cert. denied, 382 U.S. 943, 86 S.Ct. 
400, 15 L.Ed.2d 352 (1965); Kiwi Coders 
Corp. v. Arco Tool & Die Works, 250 F.2d 
562, 568 (7th Cir. 1957); Folgueras v. Llas- 
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roscope which Lear incorporated into its 
production process. In February 1954, 
Adkins filed an application with the 
Patent Office to protect his improve- 
ments, and at about the same time en- 
tered into negotiations with Lear for li- 
censing and _ royalty arrangements. 
These negotiations were concluded in 
September 1955 in an agreement which 
defined the conditions under which Lear 

‘fornia gyros used his patent and that 

‘ming that both the Michigan and 
was obligated to pay royalties for Ad- 
kins’ improvements. This agreement 
provided that if the Patent Office 
refused to grant a patent on Adkins’ 
pending application, or if a patent were 
issued and latter declared invalid, Lear 
had the option to terminate the specific 
license so affected or to terminate the 
entire agreement. 

Adkins’ patent application was not 
granted until 1960, only after he had 
narrowed the scope of his claims follow- 
ing rejection of his original broad claim 
that-his entire method of constructing 
&yroscopes ~’as entitled to a patent mo- 
nopoly. i the filing by Adkins of 
his original application in 1954 to the 
grant of his patent in 1960, Lear ques- 
tioned that Adkins was entitled to re- 
ceive a patent. In 1957, after Adkins’ 
patent applications had been rejected 
twice, L. «. contended that a Patent Of- 
fice search disclosed a prior patent 
which had fully antedated Adkins’ dis- 
covery. Lear then refused to pay royal- 
ties any longer on Syroscopes pro” iced 
at its Michigan plant, which it claimed 
it had developed independently, although 
it continued to pay royalties on those 
produced at its California plant until 
1959. 


sle, 331 F.Supp. 615, 616 (W.D.Mich.1971) ; 
Stuyvesant Ins, Co. v. Dean Const. Co., 254 
F.Supp. 102, 110 (8.D.N.¥.1966), aff'd sab 
om. Stuyvesant Co. vy. Kelly, 382 F.2d 911 
(24 Cir, 1967); Moore's Federal Practice 1 
.400[5|. See United States v. Swift & Co, 
= U.S. 106, 115, 52 S.Ct. 460, 462, 76 L. 
Ed, 999 (1932): “We reject the argument 
P that a decree entered upon coa- 
went iy to be treated as a contract and pot « 
as a judicial act.” ‘ Pl 


A43 


WALLACE CLARK & CO., INC. v. ACHESON INDUSTRIES, INC. 


397 


Cite a» 304 F Bupp. 33 (107%) 


When Adkins obtained his patent in 
1960, he brought suit against Lear 
Lear's failure to pay royalties on those 
gyros was a breach both of the 1955 
contract and Lear's quasi-contractual ob- 
ligation. Lear sought to raise patent in- 
validity as a defense, but the trial judge 
directed a verdict in favor of Adkins on 
the California gyros, holding that Lear 
was estopped by the licensing agreement 

4 from‘ questioning Adkins’ patent, Fol- 
lowing an intermediate appeal, the case 
reached the California S preme Court, 
which held that 


“[ojne of the oldest doctrines in the 
field of patent law establishes that so 
long as a licensee is operating under a 
license agreement he is estopped to 
deny the validity of his licensor's pat- 
ent in a suit for royalties under the 
agreement. The theory underlying 
this doctrine is that a licensee should 
not be permitted to enjoy the benefit 
afforded by the agreement while si- 
multaneously urging that the patent 
which forms the basis of the agree- 
ment is void.” * 


The court found that the 1955 agree- 
ment between Adkins and Lear was in 
effect and concluded that under the doc- 
, trine of licensee estoppel, Lear was 


the Hazeltine rule in the light of 

recent decisions emphasizing 
the strong federal policy favoring free 
competition in ideas which do not merit 


patent protection.” * 


In considering thi« issue, Mr. Justice 
Harlan reviewed in detail the Supreme 
Court, intermediate federal and state 
court cases which had carved out various 
exceptions to the “general rule” of licen- 
see estoppel, and observed that the ex- 
ceptions had all but eroded the estoppel 
doctrine in patent licensing agreements 
Thus, he concluded: 


“The uncertain status of licensee es- 
toppel in the case law is a product of 
judicial efforts to accommodate the 
competing demands of the common 
law of contracts and the federal law 
of patents. On the one hand, the law 
of contracts forbids a purchaser to re- 
pudiate his promises ‘y because 
he later becomes diss: d with the 
bargain he has made a the other 
hand, federal law requires that all 
ideas in general circulation be dedicat- 
ed to the common good unless they are 
protected by a valid patent. [cita- 
tions omitted] When faced with this 
basic conflict in policy, both this 
Court and courts throughout the land 


“barred from challenging the validity of 
% , Adkins’ patent. have naturally sought to develop an 


. A . : intermediate position which somehow 
f° The Supreme Court recognized that would remain responsive to the cadi- 


pty. — . ae the doctrine a cally different concerns of the two 
gf “ i R ae na yg ag different worlds of contract and pat- 
f Hazeltine Researc ne. i ike the 
nhs , . « gf Pu: ent. The result has been a failure. 
soe ee ee ov oo nec Rather than creative compromise, 
Na abe roe ™ apis yr rig 4 vi there has been a chaos of conflicting 
Be rcs tonne ce erat memniek cae law, proceding on icon stent 
‘ ‘ remises.” 
was not validly patented and thus a part _— 
> gf the public domain. Certiorari was 


“ 


He thereupon “renew[ed} the search for 
an acceptable middle ground.” ™ 


’ 3. Adkins v. Lear, Inc., 67 Cal.2d 882, 801, G4 > 


225, S84 S.Ct. 784, 11 L.Ed 2d 661 (1064) ; 
Compco Corp. v. Day-Drite Lighting, Lue, 
376 U.S. 234, 84 8.Ct. 770, 11 L.Ed.2d 600 
(1064). 


» Cal. Rptr. G45, 519, 435 P.2d 321, 325-26 
; (1967). 


10. 305 U.S. at 668, 80 S.Ct. at 1910. 


306 U.S. at 656, 89 S.Ct. at 1004, citing it. dd. 
Sears, Roebuck & Co. v. Stiffel Co., 376 U 
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In searching for this accommodation, 
the Court reasoned that a patent is a le- 
gal conclusion reached by the Patent Of. 
fice about which reasonable men could 
differ widely, a conclusion often reached 
in an ex parte proceeding. In this cir- 
cumstance the Court considered it not 
unfair to require a patentee to defend 
the Patent Office's judgment when his 
licensee raises the issue of validity, par- 
ticularly since the licensor has the bene- 
fit of the presumption of validity which 
attaches to his patent.!® Licensees are 
usually the only individuals possessed 
with sufficient economic incentive to 
challenge the patentability of an inven- 
tor’s discovery, and “(i)f they are muz- 
led, the public may continually be re- 
quired to pay tribute to would-be mo- 
nopolists without need or justifica- 
tion.” 3 In uitimate terms the Court con- 
cluded that “the important public inter- 
est. in permitting full and free competi- 
tion in the use of ideas which are in 
reality a part of the public domain” re- 
quired that “the technical requirements 
of contract doctrine must give way be- 
fore the demands of the public inter- 
est.” '"* Accordingly, the gener. | licensee 
estoppel doctrine enunciated in Automat- 
ic Radio Manufacturing Co. v. Hazeltine 
Research Inc. was overruled and put to 
rest.'5 


C 

This extended recital points up at 
once essential differences between the 
facts in Lear and those in the instant 
case. Lear, from the time it acquired 
its licensing rights prior to grant of the 
patent, had challenged Adkins’ right to 


12. 35 U.S.C. § 282 

13. 395 U.S. at 670, 89 S.Ct. at 911 

14. Id. 

15. dd. at O71, 5. 6 ft. at 1911. 

16. “Consent decrees are entered into by par- 


ties to a cuse after careful negotiation has 
produced agreement on their precise terms, 
The parties waive their right to litigate the 
issues involv-d in the case and thus save 
themselves the time, spense, and inevitable 
risk of litigation. Naturally, the agreement 
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the patent monopoly 
srant of the patent, Lear was never per- 
mitted by the California courts to chal. 
lenge the validity of the patent because 
of the doctrine of licensee estoppel. In 
Lear there was no litigation leading to a 
consent decree. Here a consent decree 
and license agreement were entered into 
only after the issuance of the patent and 
after Wallace Clark commenced its first 
declaratory judgment action This was 
after pretrial discovery and with a full 
opportunity to have the contested issues 
of validity and infringement judicially 
determined.'* 


And after the 


Wallace Clark's present attempt to 
disavow its commitment under the de- 
cree rests upon‘the rationale that if it, 
licensee, is foreclosed from 
challenging the validity of the patent, 
the public would be forced to pay tribute 
to an unwarranted monopoly grant. Ac- 
cordingly, plaintiff presses that the pub- 
lic interest as explicated in Lear is - 
predominant that its own prior cond 
in voluntari'y entering into the conscut 
decree is irrelevant and that it should 
not be estopped from challenging the va- 
lidity of plaintiff's patent short, 
that the “public interest in a judicial de- 
termination of the invalidity of a worth- 
less patent” #7 not only outweighs princi- 
ples of contract law, but also the public 
policy favoring the finality of litigation 
and the conservation of judicial re- 
sources. It may be in order to observe, 
however, as Judge Friendly did in an- 
other context, that public policy “is a 
very unruly horse, and when once you 
get astiide it, you never know where it 
will carry you.” 


as a now 


in 


reached normally embodies a compromine; isa 
exchange for the saving of cont and climinea- 
tion of risk, the parties each give up some 
thing they might hail pro- 
ceeded with the litigation.” United States v. 
Armour & Co., 402 U.S. 673, 681, 91 uoL 
1752, 1757, 29 L.Ed.2d 266 (1971) 

17. Arkiressograph-Multigraph Corp. ¥ 
er, 156 F.2d 483, 485 (2d Cir. 1946) 


have won they 


Coop 


18. Painton & Co. v. Bourus, lac. 442 P24 A 


1071), quoting Richardess 
(1824) 


216, 225 (2d Cir 
v. Mellish, 2 Bing. 229, 


252 


4 
- 
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(6,7] We start with the observation 
tat the public interest is dominant in 
the patent system: consequently, to pro- 
tect the public interest in the free circu- 
lation of ideas, the doctrine of res judi- 
cata in patent cases has been limited to 
assure that invaiid patents are not used 
or valid patents misused to acquire a 
monopoly power'!® Thus, long before 
Lear, this cir ait held in Addresso- 
graph-Multigraph Corp. v. Cooper ?® that 
a4consent decree in a prior suit by the 
same parties which merely decreed that 
@ patent was valid did not estop a party 
from later contesting validity in another 
suit for infrincement brought by the 
same plaintiff. But where there was an 
adjudication of infringement, the decree 
would be given res judicata effect. The 
holding in Addressograph was based 


“on grounds of public policy 

that in a decree, at least in one en- 
tered in by consent, either an adjudi- 
cation of infringement, or a grant of 
some relics from which infringement 
may be inferred, is essential before 
any effect of res judica‘a can be given 
to it on the issue of validiiv,”’ 2! 


Since Lear, several courts ‘ave recog- 
nized that a consent decree a ‘udicz ting 
patent validity alone is not res judicata.?? 
There are substantial reasons for re- 
fusing to grant such cecrees res judicata 


19. Mervoidd Corp. v. Mid-Cont:nent Co., § 
U.S. 661, 665-66, 64 S.Ct. 268. 88 L.Ed. ¢ 
(1944). 


20. 156 F.2d 483 (2d Cir. 1946). 
21. Jd., at 485 


22. Crane v. Aeroquip Corp., 54 F.2d 1086, 
1002 (ith Cir. 1974): Kraly v. National 
Distillers and Chem Corp., 502 F.2d 1266, 
1368 (7th Cir, 1974); Wroudview Chem 
Corp. v. Loctite Corp., 474 F.2d 1391, 1305 
(2d Cir. 197%): Musinexs Forms Finishing 
Service, Ine. v Curson, 452 F.2d 70, 75 (7th 
Cir. 1971). Contra, Schlegel Mfg. Co. v. 


King Aluminum Corp, 369 F.Supp. 650 (Ss 
D.Ohie 1073) Cf. Mussillon-Cleveland-Ak- 
ron Sign Co. v. Golden State Adv't Co., 444 
F.2d 425 (9th cert, denied, 402 U.S 
873, 02 St L.Pa2d 117 (1971) 
(covenant in agreement not to 
contest patent's validity void aud unenforce 
able as against public policy.) 


Cir), 
ivo, 30 
scttlement 


effect. An invalid patent cannot be in- 
fringed; conversely, only a valid patent 
can be infringed. In the words of the 
Supreme Court: “To hold a patent valid 
if it is not infringed is to decide a hypo- 
thetical case.”23 When sued by the 
owner of a patent, a defendant's princi- 
pal concern is to resist a finding of in- 
fringement; that a patent is declared 
valid is of little consequence to him as 
against his interest in warding off a 
finding of infringement which may cast 
him in substantial liability. This was 
the underlying rationale of our Court of 
Appeals in Addressograph in concluding 
thet a consent decree which merely de- 
clared validity was not entitled to estop- 
pel force, whereas one that also included 
an adjudication of infringe-nent would 
be given res judicata effect on the valid- 
ity issue.24 


Plaintiff urges that despite the adju- 
dication of infringement in the consent 
decree entered in the prior action, Lear’s 
public interest concept requires that its 
doctrine be extended to apply to such de- 
crees—-in effect that Addressograpi is 
no longer good law. Two Courts of Ap- 
peals have considered this issue, but nei- 
ther made a definitive ruling. Our own 
Court of Appeals, invited to overrule 
Addressograph,° declined to do so since 
plaintiff sought no declaration of inva- 


23. Altvate Freeinan, 319 U.S. 359, oe, 
G3 S.Ct. 1115, 1117, 87 L.Ed. 1450 (1943). 
As a matter of } ec, as a number of courts 

that “to hold 

infringed ix also to 

Addrexao 


Cooper, 1G) Fd 


huve observed, it ould follow 


# patent invalid if not 


decide ui hypothetien’ cnse."” 
crap!s-Multigraph Corp, + 
185, 485 (2 Cir, 1046); Male vo General 
Corp. 147 F.2d 382, 388 (int Cir. 


Even so, invalidiz, ud judi- 


Motors 
145). 
cated in the 
Cuuse, ib the apt 
liand, the 
Hot remain in the art ax a me 
Bresnick United States 


1 Fld 230, 242 (2d Cie 


has been 
abrence of infringement 
Chief J 


patent whieh 


words of 
Iwarned invalid 
ire Tow 
Vitamin Corp, 


1943) vee also 


Cover vo Schwartz, 143 F.2d S41, 545 (2d 
Cir, 142), cert. denied, 319 U.S. 748, OS 8. 
Ct. 1158, 87 Lied, 1703 (1943). 

24. Addressograph-Multigraph Corp. v. Coop- 


er, 156 F.2d 483, 484-85 (2d Cir. 146). 


‘ 
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lidity and defendant made no charge of 
infringement. The court stated: “In 
light of the record before us which fails 
,to establish any pleading or proof of in- 
validity, we see no warrant here to 
extend Lear or to overrule Ad 
dressograph.”*5 The Seventh Circuit 
Court of Appeals, in dictum, seemingly 
favors extending Lear to apply to all con- 
sent decrees In Kraly v. National 
Distillers and Chemical Corporation,?# 
where an infringement action was dis- 
thissed with prejudice but there was no 
adjudication of infringement, the court 
hypothesized as follows: 


“Even if we assume, however, that the 
consent decree embodied an adjudica- 
tion of infringement, we do not be- 
lieve that the Lear rationale would 
necessarily be inapplicable.” 27 


With due deference to the Kraly court,** 
such a holding is undesirable. 


It is important to emphasize the pre- 
cise thrust of Lear. It abolished the 
doctrine of estoupel to permit a licensee 
to challenge the validity of the patent in 
a suit for royalties due under the con- 
tract, recognizing that usually licensees 
are the only parties with enough eco- 
nomic incentive to do so. The ‘sition 
here urged by plaintiff is not needed to 
enable a licensee to attack a patent's va- 
lidity. It is one thing to say that a par- 
ty is not prevented from contesting the 
validity of a patent merely by entering 
into a licensing agreement It is quite 
another to allow one, freed of the bar- 
rier of licensee estoppel, to commence lit- 
igation with a full opportunity for a trial 
on the issues of validity and infringe- 
ment, to consent to an adverse adjudica 


25. Broadview Chem. Corp. ‘v. Loctite Corj., 
474 F.2d 1301, 1395 (2d Cir. 1973). 


26. W2 F246 1366 (Tt Vir. 1974). 
27. id at 1369. 


28. Relying on the Araly decision, the court 
in USM Corp. v. Standard Pressed Steel Co., 
184 U.S.1.Q. 476 (N.D.11L.1974) held that a 
cousent decree finding patent validity and in 
fringement would not be given res judicata 
effect 


tion on both issues and then for him 
cavalierly to ignore the consequences cf 
the decree based on such consent the 
minute he leaves the courthouse. The 
decree under that theory is merely a 
scrap of paper. 


{8] In this court’s view, a balancing 
of the relevant public interest factors 
requires that consent decrees containing 
adjudications of validity and infringe- 
ment, entered into without collusion, aft- 
er the litigants have had the opportunity 
for pretrial discovery and a trial on the 
merits, be accorded res judicata effect. 
Such decrees should be of no less bind- 
ing force than a judgment of validity 
and infringement efitered after a trial on 
the merits. To hold otherwise would 
permit abuse of the judicial process, 
waste of judicial resources and _ re- 
ward questionable ethical conduct. 
These are all matters which also 
concern the public interest To 
adopt the plaintiff's position would 
force every patent validity and in- 
fringement suit to a trial on the merits 
to assure a res judicata effect. It would 
discourage settlement of such litigation, 
since otherwise there could be no assur- 
ance of finality. Must this assurance 
come only as a result of a trial on the 
merits so that litigation is compelled to 
achieve an unassailable position? The 
public interest is not served by driving a 
patentee and an alleged infringer into 
extended litigation of a kind recognized 
by the Supreme Court as “a very costly 
process,” entailing “staggering” finan- 
cial burdens upon the respective liti- 
gants where, even in a nonjury trial, 
“an inordinate amount of tria) time” ® 
is required 


29. Mlonder-Tongue v. University Foundation, 
72 Us). £13, 334, 337, 91 S.Ct. 1434, 1447, 
25 L.Ed.2d 788 (1971) See Comminsionert 
of Internal Revenue v. Suanen, 333 U.S. 591, 
507, G8 S.Ct. 715, 719, 92 "Ed. 808 (1048): 


“The general rule of rex judicata applies 
to repetitious suits involving the same 
suse of action. It rexts upon considera- 


tious of economy of judicial time and pub- 
he policy fevoring the establishment of 
certainty io legal relacions. 
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To plaintiff's contention that it should economy,” 31 Similarly, in Maxon Pre- 
again be permitted to challenge the va- mix Burner Co. Vv. Eclipse Fuel Eng. 
lidity of the patent in the public inter- Co.,3* the court noted that while public 
est, the short answer js that it had that policy encourages tests of patent validi- 
opportunity in its first declaratory judg- ty, public policy also favors conserva- 
ment action wherein it consented to the tion of judicial time and limitations on 
decree it now secks to void. Either it expensive litigation.33 Therefore, the 
then failed to serve the public interest court held that a party had waived the 
when it abandoned its attack on the va- right to contest the validity of a patent 
lidity of the patent or, perhaps satisfied by raising the issue for the first time 
it was valid, Served its own economic in- in post trial motions after the court had 
terest. Having derived the benefits of found infringement. 

a settlement and a license agreement, 
Plaintiff should not now, upon a claim 
that it is the defender of the Public in- 
terest, be permitted to disavow its com- 


The Ninth Circuit, in Schnitger y. 
Canoga Electronics Corp.,™ held that a 
trial on the merits is not required be- 
: fore a judgment .of patent validity and 
mitments, infringement is entitled to res judicata 

effect. The court's per curiam decision 

[9] The public policy against monop- does not so indicate, but an examination 
olies is: not without its limits, as two by this court of the record in Schnitger 
Seventh Circuit cases demonstrate. In reveals that the prior judgment accorded 
Ransburg Electro-Coating Corp. v. Spil- res judicata effect was obtained by de- 
ler and Spiller, Inc.,2 the court enforced favlt. The holding in the instant case 
4 settlement agreement to pay money for follows a fortiorari,35 
past infringement even though after the 
settlement agreement was entered into, a [11] To permit plaintiff to reassert 
different Court of Appeals held that the in th + suit the Same claims it advanced 
subject of the settlement did not in. in its first action ig tantamount to rele- 
fringe. The court recognized that-en. %4tins all consent decrees in patent suits 


f at’ Yee. ans ¢ tress of this kind to the Status of a voluntary 
ertement o © settlement contrac dismissal without Prejudice under Rule 


, Would result in the payment of damages 41(a) of the Federal Rules of Civi! Pro- 
“ partly for the use of a devive that is cedure, with the end result as if the ac- 

outside the scope of the patent, While tion » 4 not been brought in the first 

Lear concluded that federal patent policy Place.3® At least in the instance of a 
. Tequires the abolition of the doctrine of voluntary dismissal the court may im- 
” licensee estoppel, the court held “that pose terms as a condition thereof to pre- 
* ~ such Policy must occupy a subsidiary po- vent abuse of the judicial procegg,37 
sition to the fundamental policy favor- Under plaintiff's theory, it could imme- 
_ ing the expedient and orderly settlement diately upon the entry of the consent de- 
of disputes and the fostering of judicial cree commence a second litigation, free 


3. 489 F.2d 974 (7th Cir. 1973), 36 Humphreys y. { nited States, 272 F.2d 

‘~ an 411, 412 (9th Cir 1949); A. Ls. Dick Co. vy, 

Bl. 480 F.2d at Tis Marr, 197 F.2d 19S, 502 (2a Cir.), vert. de- 

32. 471 F.2d 308 (7th Cir. 1972), cert. denied ted, 344 U.S, 878, 73 S.Ct. 160, 97 L.Ed. 

416 U.S. 929, 93 S.Ct. 1365, 35 L.Ed.2d 595 GSO (1952); 9 ©, Wright & A Miller, Fed 

(1973). eral Practice and Procedure § 2367 (1971). 

33. 471 F.2d at 312. 37. Harvey Aluminum, ine. vy, Ameri: nn Cy- 

: i tae en a ’ = anamid Co, 15 FID. 14, 18 (S.D.NLY, 
4 462 F.20 62x (Oth Cir. 1972), 1953). 


"3. Record on Appeal at 18. 
ie > 394 F.Supp. —26 
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of any cgnditions or costs and engage 
the time and attention of heavily over- 
burdened court... 


If consent decrees of validity and in- 
fringement could so readily be disre- 
garded by an alleged infringer, there is 
less incentive on his part to challenge 
the patent when the issue of infringe- 
ment first arises in a litigation—-the 
logical time to do so if the public inter- 
est is to be promptly served. Adopting 
the plaintiff's position may postpone the 
time when invalid patents are success- 
fully challenged, to the detriment of the 
public interest.3* ' 


[11] Finally, if consent decrees en- 
tered into by litigants free from collu- 
sion do not have res judicata effect, 
then courts are called upon to perform 
an idle ceremony. Giving the stamp of 
approval to a meaningless document can 
only breed disrespect for the sanctity of 
a judicial decree. If that is the end re- 
sult, such decrees should not be signed 
by the courts. 


{12} Accordingly, the consent decree 
entered in the prior action between the 
parties is to be accorded res judicata ef- 
fect with respect to the adjudication of 
(1) the validity of the patent, and (2) 
infringement of the patent by plaintiff's 
product Meta-Tef 530 


II 


As to plaintiff's further motion for 
summary judgment under its second 
cause of action, the foregoing disposi- 
tion does not foreclose plaintiff from as- 
serting non-infringement of defendant's 
patent by other products manufactured 
by it, which products were not the sub- 
ject of the prior consent decree. Since 
there are disputed issues, the motion is 
denied. = 


38. Kunsburg Electro-Coating Corp. v. Spiller and Spiller, Inc., 489 F.2d 974, 978 (7th Cir. 
1973). 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


iarieaceb aided bnieyi-ldicinien Givin an vin hives divbiceneteitinibeniarauaious ae sdnen x 
WALLACE CLARK & CO., INC., 
Plaintiff, 

Vv. : Civil Action No. 

ACHESON INDUSTRIES, INC. 3 74 Civ. 2812 EW 
Defendant : 

Star alb til ie taili ent encth inacaies aan San ag sistas alin mee ap anita iat x 
TO: JAMES G. FOLEY, ESQ. 


Pennie & Edmonds 

330 Madison Avenue 

New York, New York 10017 

Attorneys for Defendant 

Now comes plaintiff and gives notice that on Tuesday, 
May 27, 1975, at the call of the motion calendar, at 
p.m., Or as soon thereafter as counsel may be heard, in Room 
706, United States Courthouse, Foley Square, New York, New York, 
the plaintiff will bring on for hearing the Plaintiff's Motion 
for (I) Reconsideration and Clarification of this Court's Opinion 
of April 28, 1975; (II) Summary Judgment on the Ground of Misuse; 
and (III) Leave to Appeal to the Court of Appeals under 28 U.S.C. 
§ 1292(b). 


Answering papers are demanded five days before the 


return date. 


Respectfully submitted, 


Hopgood, Calimafde, Kalil, 
Blaustein & Lieberman 

60 East 42nd Street 

New York, New cork 10017 

(212) 986-2480 

Attorneys for Plaintiff 


Datei: New York, New York 
May 8, 1975 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


WALLACE CLARK & COMPANY, INC., 


Plaintiff, 
Vv. : Civil Action No. 
ACHESON INDUSTRIES, INC., $ 74 Civ. 2812 EW 
Defendant. 


PLAINTIFF'S MOTION FOR: 


(I) RECONSIDERATION AND CLARIFICATION OF THI!‘ 
COURT'S OPINION OF APRIL 28, 1975; 


(II) SUMMARY JUDGMENT ON THE GROUND OF MISUSE; 


(III) LEAVE TO APPEAL TO TIE COURT OF APPEALS 
UNDER 28 U.S.C. § 1292 (b) 


Now comes plaintiff Wallace Clark & Company, Inc., 
by its attorneys, and moves this Court for an Order for 
Reconsideration and Clarification of this Court's Opinion of 
April 28, 1975; Summary Judgment on the Ground of Misuse; and 
Leave to Appeal to the Court of Appeals under 28 U.S.C. § 1292 
(b). 


Respectfully submitted, 


St lah 
Paul H. Blaustein 
Hopgood, Calimafde, Kalil, 
Blaustein & Lieberman 
60 East 42nd Street 
New York, New York 10017 
Attorneys for Plaintiff 


Dated: New York, New York 
May 8, 1975 
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ACHESON INDUSTRIES, INC., 
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~against- 
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Defendant. t 
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OPINION 


IHiOPGOOD »~CALIMAFDE, KALIL, BLAUSTEIN 


& LIEBERMAN, ESQS. 

60 East 42nd Street 

New York, New York 
Attorneys for Plaintiff 
PAUL H. BLAUSTEIN, ESQ. 


Of Counsel]. 


PENNIE & EDMONDS, ESQS. 

330 jsadison Avenue 

New York, New York 
Attorneys for Defendant 


JAMES G,. FOLEY, ESQ. 


HARNESS, DICKMY & PIZRCE, ESQS. 


1500 N. Woodward 
Birmingham, Michigan 


MICHAEL DINNIN, «'R., ESQ. 
Of Counsol @: 
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EDWARD WEINFELD, D. J. 


3 
Plaintiff, Wallace Clark & Company, Inc. | eee AX. Me 
("Wallace Clark"), moves (1) for reconsideration and ie 
clarification of the court's inital of April 28, 1975, * + 2 
denying plaintiff's motion for summary judgment and hold- ae 
ing that a prior consent decree between the parties adjudi- 3 
cating the validity of the defendant's patent and its in~" ae 
fringement by plaintiff's product, Meta~Tef 530, is to be | 
accorded res judicata effect; (2) for leave to appeal the 
adjudicated order pursuant to 28 U.S.C., section 1292 (b)# — 
(3) to dismiss the second counterclaim of the defendant, M: 
Acheson tngustelon, Inc. ("Acheson"); and (4) for stinmary Non 
judgment upon its ential cause of action. { ; Nhe 
2. oa 
The court's holding is precise and requires no oA 
clarification. The holding that “the consent decree Ps, 
entered in the prior action between the parties is to be mi 
accorded res judicata effect with respect to the adjudi- Pe 
cation of (1) the validity of the patent, and (2) infringe- a 
ment of the patent by plaintiff's product Meta~Tof 530" wtih 


‘ 


ea ‘5 


does not foreclose, as'the opinion speci‘ies, “plaintifé , . 
‘ «Mag Fete 


’ f 

ee Pe ‘ 

' ; : Sune SIE 

/ 9 asa) 
ray : 
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from asserting ron-infringement of defendant's patent by 
other products manufactured by it, which products were 
not the subject of the prior consent decree.“ The motion 


for reconsideration and clarification is denied. 


2. 

As to ,-aintiff's motion for leave to appeal 
from the aforesaid order pursuant to 28 U.S.C., section 
1292 (b), it is true, as this court acknowledged, that its 
holding on a controlling question of law is at variance 
with that of other courts. rt is evident that an im- 
mediate appeal may materially advance the ultimate deter- 
mination of this litigation. However, the court is of 
ehie- view that in the circumstances of this case, it is 

: peeferable to facilitate an appeal by certification under 
Rule 54(b) of the Federal Rules of Civil Procedure as to 
the third count of the complaint, which challenges the 
validity of the ead ‘Given the court's earlier 
opinion, iene is no just reason for delay in the entry 


. a “« a 
DBE pe an gt of -judgment in favor of defendant, since plaintiff is 


siphons eo ae 


barred by tho doctrine of res judicata from contesting é 


awe (1) See Gumer v. Shearson, llammill & Co., Dkt. Nos. 74- 1643, 
vs, Pa sonny 74-2193 (2a Cir. Dec. i16, 1974). 
+e , , { " 
‘ “dal 7 . * < ; 4 , dip hes & “Wes mf ‘ i : 4 Jr ap ees VA bats 
si chs a ; Ce ies tr ¥ phy oe Banh Me Pe eS ap ta 1 oh 
ee ad 2. ber . “ 


aca Ts ee | senaieiaiclnbenlansinain EOF ee ee 


f the issue of validity. The court's ruling precludes 

7 plaintiff from raising any factual or legal issue as to 
the validity of the patent in the suiintning ouinbe of 

eh At the complaint. The court therefore directs entry of judg~. "" 


ment in defendant's favor as to the third count of the 


reef, complaint pursuant to Rule 54(b). 
i 


36 
Under its second counterclaim, defendant alleges 
that plaintiff is in contempt of the consent decree entered 


into between the parties on October 6, 1972, which adjudi-~ 


gH 0 cated the validity of the defendant's patent and its in- 


ae ee ee ee ~ 


i fringement by, plaintiff's manufacture, use and.sale of its. many 
product Meta-Tef 530. As part of the settlement of the eet # 
' ‘ 

' ‘ . earlier lawsuit, the parties entered into a licensing agree- 


| - . ment which the decree notes in dismissing the action.’ The 


”“~ 


' plaintiff made royalty payments until January 1, 1974, 
‘ when it discontinued making them. This action followed, 


in which it contends that it “has the right to and has can- Ried 
; ay 
celled said license agreement." 
‘ . % ied wm a Oe a ad 
oi$5 u's 3° ee \ ree i ,4e tf Hyge™ $e. vt , ¢ 
| The defendant's second counterclaim reiterates 
. the allegations of its first counterclaim that plaintiff | 
4 ; ; r *h ae : ? ei , v iy 
P Wha or eet, ; aie Ss ‘ oy Rs See a 1 
bitin kaye a ey > ; ag 3. , ‘ ; ‘ ; '¢ tpt oA : ; 


Welt. ' . % ’ { 


\ 

‘ >+° >a 

ft 7 ;,.° re vd b ove 4 c .' ‘ e.% t b ' 

uh ; ‘ . tars + rr Mh aa 

ry “ mAs ee j : , ys seat ow 3) Cagis. 184 ‘ yk: bat 7 
wy, Fd te oe ed ' FARIS LEVIN SBN Jeo a TST Py ey a mere RN ey 


ASS i 
ne hed thels contrnet and alleges that this breach 


; “| 
constitutes a contempt of the consent decree. Civil con~ ‘ 


“yee pit tempt is for the remedial purpose of compelling obedience 4 

geeky | to an order of the Or er the purpose of er so AS 

RSs 4 ‘ another party's rights. In the usual patent case, the’... tat | 

Pasa "1? eensent decree wen which it is sought to hold the alleged ‘| 

dante Sys infringer in contempt contains an express injunction’ against , 

x Me any further infringement of the wr Re Here, however, *' on 
Ic i, the consent decree did not enjoin plaintiff from infringing , “ 

bj, ty defendant 's patent by the manufacture, use and sale of its 


Se oo. product Meta-Tef 530. It simply stated that “the plaintiff 


hig aD oes j 
Nec 4% having taken a license under defendant's" patent, the ac~- 
Sar OS ee " ; ‘ ’ < 
Wa A Mas ‘tion was dismissed. It contains no injunction whatsoever. =~: 
‘ i ‘ , fa 
’ ; 'Y A breach of the license agreement does not constitute , 


Ai ie 7 7 — a é 


ye Svea oot” 2) Thillitand v. United States, 384 U.S, 364, 368 (1966); 
; eae Gompers v. Buck's Stove & Range Co., 221 U.S. 418, 449 

(1911); International Business Machines Corp. v. United 

States, 493 F.2d 112, 115 (2a Cir. 1973), cert. denied, 


motels a 416 U.S. 995 (1974). 
, “Bs (3) See, e.qg., American St. Gobain Corp. v. Armstrong Glass 
a Ly -COe, 434 F.2d 1216 (Gth Cir. 1970); Crane Boom Life Guard |! 
Ue 8% Co. v. Saf-T-Boom Corp., 362 F.2d 317 (8th Cir. 1966), ‘3 
thecal ws ait (@@ebs dended,: 386 U.8.,,908 (1967) 1' Siebring v. Hansen, al 
PRA Re S346. B.2d 474, (th Cir. 1965), sort. denied,’ 382,U.S..943 
Se) OM Be ty (1967)1 Hopp; Press, Inc. v. Joseph Freeman & Co.,':323 F.2d 
ae a he ; ' 636: (2d Cir. '1963); Botsolas v. Schultz Lab., 351 F. Supp. 
io og 168 (C.D, Calif. 1972). ‘; Seo algo Union Tool Cv. \v- Wilson, 
Bee gases % 3, 359 U.B.; 107” (1922). fa Case lite het 6 Fes hy 
Lage ty { eae as 
; [st 4 Py, ' oe aks ; ‘s 7 : 
ibspee ’ yen ae ee tM et Lat ) ; 
ASR ne Hye AE CP RAL TIE US DYED | ea eS 
ee a wey EN 


i i is iu ihe ' 5 Me 4 . 
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contempt of court absent an injunctive provision for 
‘ its compliance. Thus, whether the license agreement is 
in effect or has been terminated, plaintiff cannot be 
held in contempt of the consent decree since there is no . « , 
' outstanding court -rder directed to piatniteg” | ; } 
Plaintiff's motion to dismiss the defendant's 


second counterclaim is therefore granted. 


4. 
Finally, plaintiff moves for summary judgment 
on its second cause of action, alleg ng that the provisions 
of the licensing agreement constitute a patent misuse. 


It relies upon two provisions in the license agresment j 
. ; 


that the licensee (plaintiff) may not terminate the agree- 
ment prior to the patent's expiration on March 21, 1978. 
Plaintiff contends that the combination of these provisions | 


and the minimum royalty clause extinguishes the right of 
(5) 
a licensee under Lear, Inc. v. Adkins to avoid royalty 


‘ tie wed wis 6 een 
H ’ A . « ‘ ’ 


Vtg. 4) See 18 U.S.C. §401(3)1 In,re LaMarre, 494 F.2d 753 (6th 
load , Cir. 1974). Ay aj 


+* We \ 


(5) 395 U.S. 653. (1969). 5 0) shh 3 4 


ae 5,1 
Or Aa + 4 . i 
it Tie , Pegi 
‘9 i Wot) } iy »' \ s do pet ot 'h ; i 
' Nee ud be ‘ 4 ea ).) gih* op) seq! yews uM, 
Wath, Pie ROO tan cae ft 22 pf Saat. 
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payments by proving that the patent is invalid. - it 
urges, without citing supporting authority, that this 


is a patent misuse. 


The licensing agreement was entered into 
more than three years after Lear was decided. The effect 
of Lear was to render unenforceable any license agreement 
provision that attempts to prevent the licensee from 


contesting the validity of the patent as a defense to 


(7) 
an action by the licensor to en orce the license agreement. 


Thus defendant could not resuscitate licensee estoppel by 


this or any other language. The plaintiff concedes that a 


(6) As to the royalty provision, the Supreme Court has noted: 
“It is generally the rule that licensees may avoid further, 
royalty payments, regardless of the provision of their 
contract, once a third party proves the patent is invalid." 
Lear, Inc. v. Adkins, 395 U.S. 653, 667 (1969). See also 
Troxel Mfg. Co. v. Schwinn Bicycle Co., 165 F.2d 1253, 1255 
(6th Cir. 1972) and 489 F.2d 968 (6th Cur. 1973), cert. 
denied, 416 U.S. 939 (1974); Drackett Chem. Co. v. 
Chamberlain Co., 63 P.24 853, 855 (6th Cir. 1933); 4 | 
Deller's Walker on Patents § 404 (2d ed. 1965). But see 
Scherr v. Difco Labs., Inc., 401 F.2d 443 (6th Cir. 1968). 

(7) Bendix Corp. v. Ba°ax, Inc., 471 F.2d 149 (7th Cir. 1972), 
cert. denied, 414 U.S, 819 (1973); ‘Panther’ Pumps’ & Equip. 

‘CO. v. Hydrocratt, Inc., 468 F.7d 225, 231 (7th Cir. 1972), 

cert. deniod, 411 U.S. 965 (1973); Massillon-cleveland- 

Akron Sign Co. v. Golden State Adv't Co., 444 F.2d 425, 

427 (9th Cir.), cort. deniod, 404 U.S, 873° (1971). ‘ i 


bd ‘ 


“? i hes is4 
ty a a* | Oe leg a a ae 
sty ‘ 4 ‘ 6. ' re nae, See . ta LY 
“aie Pe eee re wae) ve AP 
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us 


ot, nent ‘ : 
the: Wtooge SX ’ 


AS8 ” 

qaeemegre. mamma Sy ee a a eee | 
minimum royalty provision is not‘ pet se illegal, but nS Mg 
urges: that the combination of it and the clatize barring ull 
cancellation of the license until expiration of the ' he 
patent “in effect amounts to an estoppel to challenge €.0 Ais 
validity.” : me be 
While it is true that under thir court's (Sep 

ruling the consent decree is to be accorded res judicata ah 
effect as to the issues of validity and infringement, the ar s 
provisions of the license agreement, qua agreement, would 4 a a 
not preclude plaintiff from contesting the validity of iF s 


the patent, as opposed to restricting plaintiff from : of, 
unilaterally cancelling the agreement during its existence. as 


Those contractual provi.ions by themselves do not and could Peg | 


not destroy the force of Lear, As this court noted in its : 4! 
prior opinion, the parties were represented by the same t 


experienced lawyers who now represent them when the li- 


cense agreement Was entered into as part of the settlement te 
which included the consent courbe, They were, we sia ae ty 
familiar with Lear and its hotddng;" and Le is “difficult to., | 
; impute to them the intent to do a “Putile » act . Hines. t &é 
. ' j Se taut + ¥ Wa 
ge fy ode ¥2 + gus 2 Th , RATT: Rone ae aS ert 


Even if it were asouned that the License agreement 
ts Ay wo Ae 


¢ “3 id b oe end Syd t+: ; ‘ 
. ‘ ‘“ Td eee Foe ‘ ? 
ye h. ard a 4 Bk % 


Ae) ae 


i ; im. sXe , ae'anagls 
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seeks to y Seon plaintircf from challenging the patent's 


validity, the inclusion t.erein of this unenforceable 
(8) 


provision does not constitute patent misuse. 


Plaintiff's motion for summary judgment as to 
its second cause of action alleging patent misuse is 
Bis denied. See ’ 


2 Dated: New York, N. ¥. 
CS a July 21, 1975 


United States Di 


(8) Bendix Corp. v. Balax, Inc., 471 F.2d 149, 157-58 (7th 
Cir. 1972), cert, denied, 414 U.S. 819 (1973); Panther | 
Pumps & Eqtiip. Co. v. Hydrocraft, Inc., 468 F.2d 225, 230-~ 


» ... 32 (7th Cir. 1972), cert. denied, 411 1.8. 965 (1973)1 ws | 
devetesg. vi» * Congoleum Indus.,. a Ve Armstrong’ Corx'co., 366 F. Supp. 
Ag Ne, |) 220, 232-34. (E.D.”° Pa. 1973), aff'd,. 510 F.2d 334, 336 (3a 
Deh or y* "5 Gdix. 1975); Blohm & Voss:A.G. v, Prudential-Grace, Lines, 
Sree ee Sere ‘Inc., 34G FP. Supp. 1116 (D. Md.’ 1972), rev'd on other 
nd ee ‘ grounds, 489 F.2d/231 (sen Cir. 1973), ‘serk. denied, 419° 
fag tgs hg "BS. B40 (1974), ; AB jee * 1! Maghes ¥e 
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UNITED STATES DISTRI.‘T COURT 
SOUTHERN DISTRICT OF NEW YORK 


LLL SS Se hs et ee x 
WALLACE CLARK & COMPANY, INC. : 

Plaintiff, ; 
~against- $ 74 Civil 2812 | 
ACHESON INDUSTRiFS, INC,, : | 
f Defendant. : JUDGMENT AND ORDER | 
ee ene newer ss ases ce wen nan + =~ X | 
' 


Plaintiff, Wallace Clark « Company, Inc. having moved: 


(1) for reconsideration and clarification of the Court's 


Opinion and order of April 28, 1975- 


(2) for leave to appeal the adjudicated order pursuant 


to 28 U.S.C., section 1292(b); 
(3) to dismiss the second counterclaim of the defendant, 
Acheson Industries, Inc.; and 
(4) for summary judgment upon plaintiff's secord casa | i * 
Wey 


of action. 


' 
And the Court having filed its Opinion thereon on 
~ fjiJuly 21, 1975; 
NOW THEREFORE: ‘ 
It is ORDERED that the motion for reconsideration and | 
clarification of the opinion of April 28, 1975 is denied. 
It is certified that there is no just reason for delay | 
‘ entry of judgment in favor of the defendant dismissing the 
third count of the complaint and the Court having expressly 
Jjssoe the entry of judgment as to the third count of the 


complaint pursuant to Rule 54(b), and it is ADJUDGED that the 


third count of the complaint is dismissed, 


A6é1 


It is further ORDERED that the motion for leave to | 
emeess pursuant to 28 U.S.C., section 1292(b) is denied in view 
:of the foregoing disposition under Rule 54(b). 
: It is further ORDERED that the second counterclaim of 
' defendant is dismissed. 
It is further ORDERED that plaintiff's motion for 

Summary judgment is denied. 
‘beens New York, N. Y. 

August , 1975 iii 

United States District Judge 

STIPULATION 


It is stipulated that the foregoing 
wu judgment and order may be entered. 


l. HOPGOOD, CALIMAFDE, KALIL, 
BLAUSTEIN & LIEBERMAN, ESQS. 


Dated: August » 1975 p-; Yi Sa a gE | 


PAUL H. BLAUSTEIN, —. 
Attorneys for Plaintiff 
60 East 42nd Street S 
New York, New York 


PENNIE & EDMONDS, ESQS. 


Of Counsel: 


MICHAEL DINNIN, JR., ESQ. Atterneys for Defendant 
330 Madison Avenue 


HARNESS, DICKEY & PIERCE, New York, New York 
. ’ 


1500 N. Woodward 
Birmingham, Michigan 


AG62 


{ 
JUNITED STATES DISTRICT COURT 
JSOUTHERN DISTRICT OF NEW YORK 


| 


fe ee ee ee SO SO OS ES EE OS Se x 
WALLACE CLARK & CO., INC., 
Plaintiff, 
Vv. Civil Action No. 
74 Civ.2812 (EW) 
ACHESON INDUSTRIES, INC., 
Defendant. 
SO ES eS EE Se Se ee Se eS ee ee ee x 


NOTICE OF APPEAL 


Plaintiff Wallace Clark & Co., appeals to the Court of 


entered on August 12, 1975 in the above case based upon the 
decision of Hon. Edward J. Weinfeld on July 21, 1975. 


Respectfully submitted, 


Hopgood, Calimafde, Kalil, 
Blaustein & Lieberman 

Attorneys for Plaintiff 

60 East 42nd Street 

New York, New York 10017 


Dated: New York, New York 


| 

Ea for the Second Circuit from the Judgment And Order 
August /f% 1975 

| 


jJames G. Foley,Esq. 
Pennie & Edmonds 
Attorneys for Defendant 
330 Madison Avenue 

New York, New York 
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Michigan Circuit Court, Wayne County 


Acnueson Inpustries, Inc. v. WALLACE 
Crark & Co., Ltp. 


No. 74-012650-CK 
Decided Oct. 3 and Nov. 29, 1974 


PATENTS 


1. Jurisdiction of courts — Contracts 
and patent title ($43.15) 


State courts — Jurisdiction ($63.3) 


State cou -ts have jurisdiction for recovery 
of royalties where defendant pleads invalidity 
of patent; jurisdiction is upheld where right 
originally asserted is founded on a contract 
pa even though a federal action is pending 


2. Prior adjudication — Infringement 
suits ($56.15) 


Proposition that consent decrees have res 
judicata effect is qualified by public interest 
in obtaining a judicial determination of inva- 
lidity of worthless patent, unless it is clear 
that issue of validity was genuine in litiga- 
tion resulting in consent decree; decree is not 
binding where there is no adjudication of va- 
lidity and infringement; thus, decree stating 
that patent is valid and infringed is nothing 
more than an order granting a stipulated 
dismissal where it also states that decree 
may not be cited as an adjudication of con- 
tested issues. 


3. Estoppel — As to validity — Licen- 
sor or licensee ($35.156) 


Prior adjudication — Infringement 

suits ($56.15) 

Unless licensee is barred by res judicata 
finding of validity, it has right to challenge 
patent validity, even when license prohibits 
such conduct. ‘ 


4. Estoppel — As to validity — Licen- 
sor or licensee (§35.156) 


Title — Licenses — Termination — 
In general ($66.4271) ~ 
Lear v. Adkins, 162 USPQ 1 (US SupCs), 
did not recognize a right of licensee to termi- 
nate license; instead, it held that licensee 
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may breach license through nonpayment of 
royalties knowing that it can raise invalidity 
as defense to suit for unpaid royalties 


Action by Acheson Industries, Inc., against 
Wallace Clark & Co., Ltd., for breach of pat- 
ent license in which defendant counterclaims 
for declaratory judgment. On plaintiffs mo- 
tion to compel answers to interrogatories. On 
defendant's motions for a stay and for sum- 
mary judgment. Motions denied. 


Micuaet Dinan, Jr., and Harness, Dickey 
& Pierce, both of Birmingham, Mich., for 
plaint ff. 

Paut H. Bravusteims and Hopcoop, Cau- 
MAFDE, Karu, Biaustem & LizBerman, 
both of New York, N.Y., and Dare R. 
Sma.i and Wuittemore, Hucsert & Bex- 
KNaP, both of Detroit, Mich., for defendant. 


Moopy, Circuit Judge. 


This action is before the Court for a deter- 
mination of four motions, three filed by De- 
fendant and one filed by Plaintiff. The De- 
fendant first moves for a stay of pleadings 
pending the determination of related matters 
in a New York Federal Court suit which was 
initiated after the instant action. In the alter- 
native, summary judgment is requested as to 
the first and second counterclaim. Finally, the 
Defendant asks for a protective order pre- 
venting disclosure of confidential information 
as to its formulas and allowing Defendant's 
answers to certain of Plaintiff's interrogatories 
to stand. The Plaintiff's motion requests the 
Court io compel the Defendant to provide a 
more cumplete answer to the above mentioned 
interrogatories. 


jJurisdic’ion 

[1] This is an action for breach of contract 
and for an accounting. The contract in ques- 
tion is a License Agreement held by the Plain- 
tiff, Federal statute vests the U. S. District 
Courts wis original jurisdiction of any civil 
action arising under any Act of Congress relat- 
ing to patents. Such jurisdiction shall be exclu- 
sive of the courts of the states in patent cases. 
28 U.S.C.A. 1338. However, state courts have 
been held to have jurisdiction for recovery of 
royalties where Defendant pleaded the inva- 
lidity of ay oy! v. Wetterhold, 
102 Kan, 217, 169 P. 1159 (1918). The juris- 
diction of the state court is upheld where the 
right originally asserted is founded on a con- 
tract. Wade v. Lawder, 145 U.S. 624 (1897). 
maar 3 is in the state court even though a 
ederal action is pending. L. A. Young Spring 
& Wire Corp. v. Falls, 293 Mich. 602 (1940). 
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Stay of Proceedings 


Defendant asks this Court to stay its pro- 
ceedings pending the outcome of a related de- 
claratory action which the Defendant initiated 
in a New York Federal Court 

Wallace Clark argues that, since the Li- 
cense Agreement upon which this case is 
founded was entered into pursuant to a con- 
sent decree of the New York Court, there is 
just reason to allow that Court to make a de- 
termination as to whether the agreement o 

decree is binding on the parties ese the 
contract in question is to be construed under 
Michigan law. The Court has jurisdictior. to 
decide the issues and this jurisdiction has been 
invoked by the Defendant through its counter- 
claim. Therefore the motion to stay is denied 
without prejudice. 


Summary Judgment 

The Defendant's first counterclaim is ior a 
declaratory judgment to determine Wallace 
Clark's right to contest the validity of Plain- 
tiffs patent and its right to allege invalidity or 
noninfringement as a defense to the present 
claim for royalty payments. It is the Plaintiff's 

ition that the consent decree entered into 
vas parties is res judicata on the Defendant 
as to the question of patent validity. Further, 
the res judicata doctrine should apply to the 
Fa sug of infringement to the extent the De- 
endant is still using META-TEF 530 

In Michigan a consent judgment is as bind- 
ing as a pce entered upon the Court's ac- 
ceptance of one of two conflicting stories 
Bauer v. Township of Redford, 367 Mich. 71, 
116 N.W.2d 326 (1962). A consent decree, 
when signed by a Court, is a judicial act and 

the same force and character as a 
judgment rendered following a contested trial 
Folqueras v. Hassle, 331 F.Supp. 615 (1971). 
However, consent judgments are primarily 
acts of parties rather than considered judg- 
ments of the Court. Ortiz v. Travelers Ins 
Co, 2 Mich. App. 548, 140 N.W.2d 791 
(1966). 

[2] Consent decrees have res judicata ef- 
fect. This general proposition is qualified only 
by some overriding principle, such as the pub- 
lic interest in obtaining a judicial determina- 
tion of the invalidity of a worthless patent, un- 
less it is clear that in the litigation resulting in 
the consent decree the issue of validity was 

enuine. 1B Moore's Federal Practice, Res 
, rm Sec. 0.409, p. 1032 (2d ed.); Addres- 

raph-Multigraph Corp. v. Cooper, 156 
Fd 483, 70 USPQ 272 (2d Cir. 1946) 

Federal Courts have dealt with the res judi- 
cata effect of consent decrees in several patent 
cases. In Addressograph, supra, the parties en- 
tered into a consent decree concluding that the 

atent in question was valid. In a later in- 
ringement action between the same parties 
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the patent holder offered the consent decree as 
res judicata on the question of patent validity 

The Court held that an adjudication of patent 
validity is inoperative unless it is accomplished 
by an adjudication of infringement. See Busi- 
ness Forms Finishing Service, Inc. v. Carson, 
452 F.2d 70, 171 USPQ 519 (7th Cir. 1971); 
Butterfield v. Oculus Contact Lens Company 
332 F.Supp. 750, 171 USPQ 527 (ND Ill. 
1971); Crane v eee: 364 F.Supp 

147, 179 USPQ 596 (ND Ill. 1973); and 
Araly v. National Distillers and Chemical 
Corp., 502 F.2d 1366, 183 USPQ 79 (7th Cir 

1974). This rule has been extended to its 
obvious conclusion in Broadview Chemical 
Corp. v. Loctite Corp., 474 F.2d 1391, 177 
USPQ 235 (2d Cir. 1973), where a prior 
consent decree, gdmitting validity and in- 
fringement, was held res judicata as to validity 
in a later infringement against a new line of 
products F 

Now the consent decree entered in the in- 
stant case must be inspected to determine if it 
adjudicates the validity and an infringement of 
Acheson's patent. This judgment, dated Octo- 
ber 6, 1972, was the result of a declaratory ac- 
tion initiated by Wallace Clark in a New York 
Federal District Court. The body of the con- 
sent decree reads as follows: 

“CONSENT DECREE” 

“As between the parties, by their counsel 
stipulating hereto, and the Court being fully 
advised in the matter, it is hereby ordered 
and decreed as follows: 

“1. United States Letters Patent 
2,976,257 in suit is valid and is infringed 
by plaintiff's manufacture, use and sale of 
its product Meta-Tef 530 

“2. The plaintiff having taken a license 
under defendant's United States Letters 
Patent 2,976,257, the above-entitled ac- 
tion is hereby dismissed, with each party 
to bear its own costs and attorney fees. 

“3. This decree may not be cited as an 
adjudication of contested issues, nor be 
used for advertising purposes.” 

Granted, it does contain a statement that 
the patent in question is valid and further that 
Wallace Clark’s manufacture, use and sale of 
Meta-Tef 530 infringed the patent. However, 
Paragraph 3 clearly limits the judicial effect of 
this decree. Case law requires an adjudication 
of validity and infringement before the consent 
decree will be binding. Paragraph 3 clearly re- 
duces this consent decree to nothing more than 
an order granting a stipulated dismissal 

Plaintiff cites PCR Golf Ball Co. v. Chem- 
old Corp., 361 F.Supp. 187, 179 USPQ 660 
(SD NY, 1973), as explaining the language of 
Paragraph 3. However, as Plaintiff notes in a 
footnote to his brief, the language used in PCR 
significantly differs from that used in this de- 
cree. lt reads as follows 
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“This decree cannot be cited against 
third parties as an adjudication of the con- 
tested issues as to invalidity of infringment; 
further, this decree cannot be used for ad- 
vertising purposes." 

The italicized portion, is the only material 
deviation from the language used in the in- 
stant decree, but it is a fatal deviation. There- 
fore this consent decree adjudicates no issues. 
By the parties own request the Court has de- 
clined to grant res judicata status in this case. 

earlier, case rests as though it was settled 

out 6f court. The consent decree is not res judi- 
cata as to the issues of invalidity and infringe- 
ment. The remaining question is whether the 
license entered into pursuant to settlement will 
estop Wallace Clark from contesting the valid- 
ity of Achesor.'s patent. 

[3] Wallace Clark has asked this Court to 
declare the License Agreement terminated. 
Apparently the Defendant believes that 
Clauses 14 and 16 of the License Agreement 
prevent Wallace Clark from challenging the 
validity of the patent. However, since Lear v. 
Adkins, 395 U.S. 653, 162 USPQ 1 (1969), a 
licensee clearly has the right to challenge pat- 
ent validity, even when a license provision spe- 
cifically prohibits such conduct. The only toe 
to such a challenge would be a res judicata 
finding of validity 

Defendant further asks this Court to declare 
that Wabiece Clark has a right to terminate 
the License Agreement. The foundation of this 
argument is unclear. The Defendant has failed 
to cite authority for this proposition except to 
the extent of concluding that Clauses 14 and 
16 of the License Agreement illegally prevent 
the Defendant from terminating during the life 
of the patent under Lear. In Bionder- ongue 
Laboratories v. University of Illinois Founda- 
tion, 402 U.S. 313, 346, 28 L.Ed.2d 788, 809, 
91 S.Ct. 1434, 169 USPQ 513, 526 (1971), 
the U. S. Supreme Court interpreted Lear as 
follows: 


“Lear permits an accused infringer to ac- 
cept a license, pay royalties for a time, and 
cease paying when financially able to liti- 
gate validity, secure in the knowledge that 
invalidity may be urged when the patentee- 
licensor sues for unpaid royalties.” 


[4] The Court did not recognize a right of 
the licensee to terminate the license. Instead, 
Lear means the licensee may breach the agree- 
ment through nonpayment of royalties know- 
ing that now, post-Lear, he can raise invalid- 
ity as a defense to a suit for unpaid royalties. 
From the pleadings already filed in this action, 
it appears that Wallace Clark has already 
taken advantage of the Lear derision. It would 
appear at this time that enforcement of the Li- 
cense Agreement would te dependent u 
the existence of a va'ia patent. See Paul v. Col- 
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lins, 191 Mich. 113 (1916); Daniels v. Par- 
radee, 231 Mich. 251 (1925); L. A. Young 
Spring and Wire Corp. v. Falls, supra. 

In conclusion, the request to declare the Li- 
cense Agreement terminated or that the De- 
fendant has a right to terminate the agreement 
is denied. Defendant may nevertheless contest 
validity and infringment. 


Protective Order Regarding Plaintiff’s 
First Set of Interrogatories 

Defendant's final motion is for a protective 
order regarding the following of Plaintiff's 
first set of interrogatories: 1(c)(d), 2, 3d), 
13aXb), and 14. Plainft has filed a corre- 
sponding motion to compel more complete an- 
Swers to the same questions. 

Question 1(c) has been sufficiently an- 
swered by Defendant 

Question 1(d) requests the formulation and 
ingredients of Meta-Tef 730. The License 
Agreement ro in Paragraph 11 that De- 
fendant will disclose the recipe of #730 to 
Plaintiff's counsel on a lawyer confidential 
basis when the combined amounts of Meta- 
Tef 530 and Meta-Tef 730 require a royalty 
payment in excess of the yearly minimum Pay- 
ment 

Questions 1(d), 2 and 3(d) request informa- 
tion regarding the formulation and ingredients 
of various products manufactured by Defend- 
ant. Wallace Clark has answered these ques- 
tions by indicating how its products individ- 
ually differ from the claims stated in Plaintiff's 
patent. Wailace Clark has indicated the par- 
ties are dealing in a highly competitive field. It 
further claims that its formulas are trade se- 
crets. In view of the foregoing the Court con- 
cludes that Defendant has answered these 
| nese sufficiently at this time. Later on if 

laintiff shows sufficient cause and appropri- 
ately narrows its question, 2 further inquiry 
may be appropriate in this area that should re- 
quire a reply. Otherwise, this Court is reluc- 
tant to orders complete release of formulas 

As to questions 13(a)(b) and 14, this Court 
has concluded that the answers by Defendant 
are presently sufficient. 


Nov. 29, 1974 


Plaintiffs motion for reconsideration is de- 
nied. This Court will rely upon the reasoning 
of its prior determination including the hold- 
ing A iy pate v. Adkins, 395 U.S. 653, 162 
USPQ | (1969). Nothing new has been raised 
by Plaintiff. 

As a part of the, prior consent decree the 
parties entered into an agreement or solemn 
contract which included the statement that 
said agreement “may not be cited as an adju- 
dication of cuntesied issues * * *"". This is ex- 
actly what Plaintiff desires to do by its present 
position but agreed not to do. 
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The most obvious conclusion from such lan- 
guage would be if another lawsuit developed 
between the parties over their relationship, the 
prior consent decree would not be binding 

If a different meaning were intended than 
expressed as suggested by Plaintiff, then the 
patties sMould have said what was allegedly 
meant. This Court can only interpret what 
they did agree to in the consent decree 

In view of projected discovery, this Court 
would have no objection if Plaintiff desires to 
appeal from the instant ruling. Plaintiff may 
insert appropriate language to its proposed or- 
der 


ACIIES 


Vv. 
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STATE OF MICHIGAN 
IN THE 
CIRCUIT COURT FOR THE COUNTY OF WAYNE 


SON INDUS TRIES, INC., 
Plaintiff, 
Civil Action No. 74-012650 
ACE CLARK & CO., LTD. 


Defendant. 


parties 


ntiff Michael R. Dinnin (P-12801) 


efendant Dale R. Small (P- 20599) 


Paul H, Blaustein 


STIPULATION OF DISMISSAL 
It is hereby stipvlated and agreed to between the 


hereto, through their respective attorneys, that this action 


thout pre)..uice- 


~ 


we 


By F429 (@ Lanse , Date: Achim 


Michacl R. Dinnin 
HARNESS, DICKEY & PIERCE 
1500 North Woodward Avenue 

Birmingham, Michigan 48011 
(313) 612-7000 

Attorneys for Plaintiff 


Dale R. Small 
WIIITTEMORE, HULBERT & BELKNAP 
3053 Penobscot Building 
Detroit, Michigan 48226 


Attorneys for Defendant 
rHAT TUS 


‘0 WITHOUT PREJUDICE, 


ia 
G/. : 
, Date: //_. 
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HOPGOOD 75--7483 


STATE OF NEWYORK ) 
88. 
COUNTY OF RICHMOND ) 


ROBERT BALLLY, being duly sworn, depuscs and nays, that depunent is mol ¢ 
party to the artion, is over 16 years uf age aud resides of 286 Richmond Avenue, 
Staten lelend, N.Y. 10302. That um the 1 deyof October , 1975 depunsat 
served the within appendix “poe PENNIE & EDMONDS 


auanjusptes attorneys for defendant Acheson Industries 
in this action, at 330 Madison Avenue, NYC 10017 


the address(es) designated by saia attoruey(s) for that purpose by depusiting 3 trew 
cogs of same enclosed in « postpaid properly addressed wrapper, in an offirial 
depository under the exclusive care and custcdy of the United States post office 
department within the State of New York. 


ee eevee’ 


-— to before me, this 
‘Wea Ss UB 
ALJAM BAILEY 
Notary Public, State of aero 
ae 43-0132945 


Qualified in Richmeusnd Cananty 
Camnniadon V2 pirrs March V, 1976 


